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SALE OF COMMUNITIES 


MONDAY, JUNE 11, 1956 


Coneress OF THE UNITED SraTEs, 
SUBCOMMITTEE ON COMMUNITIES, 
Jotnt CoMMITTEE ON Atomic ENERGY, 
Washington, D. C. 

The subcommittee met at 10:30 a. m., pursuant to recess, in room 
457, Senate Office Building, Representative John J. Dempsey (chair- 
man of the subcommittee) presiding. 

6 er Senators Gore and Jackson; Representatives Dempsey and 
ole. 

Also present: Representative Baker. 

Representative Dempsey. The meeting will come to order. 

This meeting is of the subcommittee having to do with communities. 
We have called this at the request of the residents of Oak Ridge, to 
hear what they have to suggest with respect to financing of the sale 
of residential property. We are not going to have too much time this 
morning, because in the House we have a very important bill up—the 
foreign aid bill. Just after 12 o’clock there will be a vote on that. I 
want to give the witnesses as much time as we possibly can but I would 
appreciate brevity, too. 

ur first witness will be Mr. James E. Greene, president, Local 
9-288, AFL-CIO, Oak Ridge. 


STATEMENT OF JAMES E, GREENE, PRESIDENT, LOCAL 9-288, 
AFI-CIO, OAK RIDGE, TENN. 


Mr. Greene. Mr. Chairman, we have a 5-point program and I be- 
lieve the members of the committee present have a copy. I would like 
at this time to turn this over to Brother Brown from the housing 
committee of the AFL-CIO in Oak Ridge. Mr. Brown will go over 
the five points, and he has other people here this morning. 

Representative Dempsey. We recognize Mr. Brown. 


STATEMENT OF CLARENCE BROWN, BUSINESS REPRESENTATIVE, 
INTERNATIONAL ASSOCIATION OF MACHINISTS, LOCAL 480, 
OAK RIDGE, TENN. 


Mr. Brown. My name is Clarence Brown. I am business represen- 
tative for the International Association of Machinists Local Lodge 
480, Oak Ridge, Tenn. I am a resident of Oak Ridge for the past 12 
years, employed at the plant with 11 years seniority. 

We have here before you, and we appreciate this meeting, a prepared 
statement of our 5-point program, because we don’t have prepared 
testimony to present as yet. 

1 
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I will read them to you through No. 3. We also have the members 
of the town council present who supported these points that we have 
before the committee here that we want to discuss and they are — 
with us this morning. I will read through the three which they 
endorsed. 

No. 1, better terms, rate of interest on mortgages, and conditions 
of sales on all types of residential properties than now provided in 
Public Law 221. 

We want especially no downpayment, direct monthly installment 
payments to the Government over a period not less than 25 years, 
and interest on the mortgage balances of not in excess of 3 percent. 

The same terms and conditions as were made available to other 
war housing communities following the World War II. 

Mr. Simmons is the chairman of item 2 here. I will not elaborate 
on that. But we are joined in a supported effort on No. 2. Restora- 
tion and protection of the priority rights of the “Flat Top” residents, 
retroactively to some reasonable date such as April 1954. 

They should be permitted to build “from the ground up” through 
advances under a proposed amendment (sec. 62b of H. R. 11077) 
such residential structures on their lots as will meet zoning laws. 

No. 3, granting apartment (or multiple housing units) residents 
a better setup than now provided under Public Law 221. 

They should be given the right (through priority) to form a non- 
profit cooperative (for the sole purpose of purchasing their unit, or 
connected units) and purchase such unit, or units, directly from the 
Government on the same terms and conditions as the purchasers of 
any other residential properties. An extra 90 days should be per- 
mitted for the organization of such a cooperative. 

That is where we have full endorsement of the groups in Oak 
Ridge, including the two labor organizations, the town council, the 
teachers association, and many other civic groups. 

I would like at this time to call the attention of the committee to our 
5-point program. We have that in the hearings held June 10, 
1955. We have not come up with something new, Mr. Chairman. 
We are really referring back to the problems that we testified that 
should be in this law before it became a law. 

At this time I would like Mr. Greene to touch perhaps on a point 
of item 1. As I stated in the beginning we do not have prepared 
testimony, nor do we have a prepared proposal. We have only the 
five points that we are here before you with this morning. 

Representative Dempsey. Mr. Greene. 

Mr. Greene. Mr. Chairman, we feel that due to the sale of all the 
residential properties in Oak Ridge many of our people are going to 
be forced into the position that they have no other alternative than 
to buy the house—the one particular house that they live in. We feel 
that there is going to be hardship if many of these people have to put 
up a downpayment at the time they purchase these houses. We feel 
it would be much better for all concerned if the disposal of the prop- 
erty could be financed by the AEC with no downpayments to elim- 
inate the problems that we will have. 

I think the priorities for most of the people there would be exer- 
cised under a setup of this nature. If it became necessary that people 
did have to make a downpayment on their property within the 90-day 
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period that they have to decide whether or not to buy, many of them 
would not be able to exercise their priority. We do recognize that 
the bill provides that they can pay this downpayment over a period 
of 3 years, but we don’t feel that this is a very satisfactory arrangement 
under the conditions. 

We do feel that many other people after the war were permitted to 
buy war housing at a much better interest rate than we will be given 
under the present bill in Oak Ridge. I believe the Housing Act of 
1950 provides for no downpayments and as much as 45 years to pay 
for the property, with the interest rate being 3 percent. 

We feel since we have been trying to get the disposal of the housing 
in Oak Ridge since shortly after this bill was enacted, had we been 
successful in getting the disposal bill passed earlier that we would 
have been entitled to these terms at that time. 

That is about all I have on this point. 

Mr. Brown. To add to Mr. Greene’s statement, Mr. Chairman, he 
was referring to our proposal of item No. 1; none of us will know until 
such time as the administration of this law is put into effect, as it is 
written, as to junior occupants and senior occupants of duplex homes, 
and the resident who holds priority over the single-family units. 
There are some 700 people who will be placed in a position to either 
accept second priority or they will be displaced or antagonized to the 
point where they don’t know where they are going at this time, and 
they will just make arrangements to move elsewhere. 

This is the traffic that we have in and out of our offices and rubbing 
shoulders with the people of Oak Ridge. First of all, they are like 
ourselves; they don’t know what is going to come of the bill, or how 
it will be administered, except for the language that we have. This 
has really disturbed us to the point that we feel in addition to what 
Mr. Greene said, that this 3-year period of making a downpayment— 
we are not going to be embarrassed to say this—but I am not in a 
position to raise five or six thousand dollars after I have been notified 
I can buy my home. But I want my home. I have been a resident 
there for 11 years. There is the voice of the people there under the 
present circumstances. 

We feel that there are laws in the Housing Act that could apply to 
law 221 that would give us these better terms and the rates of interest 
on the mortgage and the condition of the sale of all these houses in 
Oak Ridge which we have in our law as a disposal law. 

I want to read one paragraph under Public Law 221, Mr. Chairman. 
The preamble of this law states that it is to provide for the orderly 
transfer—that is the wrong statement. I want to come down here to 
section (b). In other words, this is to the harmony that should 
prevail under this disposal law, and the morale of the project-connected 
people is essential to the common defense and security of the United 
States. We are all aware of that. It is something that is really mis- 
understood. We are concerned, and that is why we are here with this 
five-point program, as we have it outlined to the committee. 

Do you have any questions on it ? 

Representative Dremrsry. Does that finish your statement, Mr. 
Brown ? 

Mr. Brown. Yes, sir. 

Representative Dempsry. Are there any questions, Senator ? 
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Senator Gore. I think you have made a fair statement. How nec- 
essary do you think that these changes which you recommended are? 
If the bill which was presented by the subcommittee, with which you 
are familiar, is passed, with amendments to the existing act, will the 
sale of homes proceed in a reasonable manner, though with hardship 
to some, or would it bring hardship on the majority? What is the 
situation in numbers, in your opinion ? 

Mr. Brown. That is as the bill stands now, including the proposed 
amendments ? 

Senator Gore. Including the amendments which have been reported 
by the committee. 

Mr. Brown. We only know of the one, which was given publicly. 

Senator Gore. That is what I am talking about. 

Mr. Brown. The proposed amendment that came from the Richland 
area. I could not answer that question to justify how many people it 
would affect, Senator. But as I stated, the people that come to us 
and in discussion of this bill, it is going to be a majority. 

Senator Gore. You mentioned that you would omental have some 
difficulty in arranging a downpayment. 

Mr. Brown. No. I used myself as an example in the event that 
should happen tomorrow. 

Senator Gore. I was going to use you as an example if you don’t 
mind being a guinea pig twice. 

Mr. Brown. That isall right. 

Senator Gore. How long have you known that you would have 
the opportunity of buying your home? 

Mr. Brown. We have been talking disposal for several years. 

Senator Gorr. We have been talking a long time. The bill has 
been in effect about a year. 

Mr. Brown. That is right. 

Senator Gorse. Do you think most people have tended to lay aside 
what they conveniently could looking toward a downpayment ? 

Mr. Brown. I will answer your question this way, not evading the 
question. Should you wait until next July, or should the administra- 
tion of this law withhold to next July, then the people would have the 
money for the downpayment. We have our carbide savings plan which 
is paid off every 2 years, and all employees participate. 

Senator Gore. And the payment comes in July of next year? 

Mr. Brown. July 1957. 

Senator Gore. How much would your payment likely be from 
past experience at that time? 

Mr. Brown. I didn’t catch the question. 

agente Gore. How much payment would you get from the savings 
plan? 

Mr. Brown. I will give you the minimum and maximum. It would 
range from $500 to better than $1,000. 

Senator Gore. I wouldn’t like to see this program wait that long. 

Mr. Brown. I used that asan example. There would be some money 
available at that date. But people, including myself, prepare for edu- 
cational purposes and other things, too. You know Oak Ridge High 
School turns out from 350 to 400 students every year. There are plans 
made for them by their parents. So moneys of that type will be used 
which would be used for education. 
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Senator Gore. Do you recommend no downpayment or a modifica- 
tion of the downpayment provision ¢ 

Mr. Brown. Senator Gore, I will base it this way. This is called 
permanent war housing disposal. To us it means that. We feel like 
there are provisions in the past laws that would give us these same 
terms and rates of interest, or near the rate of interest as we spelled out 
here. We are not dogmatic about that 3 percent, but we don’t feel like 
through private financing that we should pay 6 percent or better for the 
houses in Oak Ridge under the condition that the people will have to 
buy them. If I were to purchase a home, I would either want that 
home, or I would have to take that home under the conditions that it 
reflected my employment, my children in school, and a number of 
other things which we would like to have in a community. 

Senator Gore. I am a low interest rate man myself, but this is not an 
era of low interest, I am afraid. I am sympathetic with your point 
of view in avoiding high interest. 

I think that is all, Mr. Chairman. 

Mr. Brown. We are all together here, in everything we have pre- 
sented. As Mr. Green pointed out, we don’t like at all the accumulat- 
ing of a downpayment. We don’t see through that, using the lawman’s 
speech. 

Representative Dempsey. Senator Jackson. 

Senator Jackson. I have just one question, Mr. Chairman. 

With reference to point 4 of the 5-point program, I note it is sug- 
gested that an additional credit or allowance on account of rent paid, 
especially since 1953, and more especially since August 4, 1955, the 
date of the enactment of Public Law 221. This credit should be equal 
to an additional 10-percent flat discount. What was the reason for 
going back to 1953, on the rental payment? 

Mr. Brown. We used two dates. We used more especially since 
August 4, 1955, because that is the date of passage of the bill. Senator 
Gore said he didn’t want to wait until July 1957, and the city and the 
people don’t. We have gone this far in payment of the rent and we 
don’t have a definite date of sale. That is the purpose of No.4. IfI 
know I am going to buy my home, I know when I will start gaining an 
equity in the home or else I know when I can make my downpayment. 
I will be getting ready to get out of a rented area if I am preparing to 
buy a home. 

Senator Jackson. Isn’t it possible that the person could wait until 
the last day of purchase and get full credit? 

Mr. Brown. That is possible. 

Senator Jackson. That would be one of the problems. 

Mr. Brown. That is right. 

Senator Jackson. You would not have to make a decision because 
you oe keep on getting credit for the rent you are paying. Is that 
possible ? 

Mr. Brown. That is possible. 

Senator Jackson. That is all, Mr. Chairman. 

i sepenepntative Dempsey. Do you have any other witnesses, Mr. 
reen 

Mr. Brown. I would like to hear from Mr. Goodman, Mr. Chairman. 

Representative Dempsey. We have some witnesses on the calendar. 
The next one is Paul Arow. 
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Mr. Brown. Very well. Suppose you direct us by the list you have 
there because we don’t have it as you have it. 

Representative Dempsey. Mr. Arow is chairman of the town coun- 
cil, Oak Ridge; Wallace Campbell, director of Washington office, Co- 
operative League of the U. S. A.; Mr. Kelly, consultant, housing and 
community welfare, Oak Ridge Organized Groups. 

Mr. Goopman. Mr. Chairman, I would like to ask to be put on the 
list as representing the national AFL-CIO. 


STATEMENT OF PAUL AROW, CHAIRMAN, TOWN COUNCIL, 
OAK RIDGE, TENN. 


Mr. Arow. Mr. Dempsey, gentlemen, may I introduce myself. I 
am Paul Arow, chairman of the Oak Ridge Town Council, having been 
a resident of Oak Ridge for a little more than 12 years. 

With us here at the table are Dr. A. C. Stewart, Mr. J. A. George, 
also of the town council. 

Representative Cote. Would you indicate which is which ? 

Mr. Srewarrt. I am Al Stewart. 

Mr. Arow. The remaining one is Mr. George. 

In order to present a brief statement of our supporting position to 
the information just given, we are referring to a letter, Mr. Dempsey, 
directed to you, dated May 29, signed by Mrs. Charles G. Wilder, 
secretary of the town council, and this reflects a majority position of 
the council. 


Dear Mr. Dempsey: At a meeting of the Oak Ridge Town Council held Mon- 
day, May 28, 1956, several additional amendments to Public Law 221 were passed 
unanimously. The following are the amendments proposed by town council. 

1. Better terms, rate of interest on mortgages and conditions of sales on all 
types of residential properties than now provided in Public Law 221; specifically, 
no downpayment, direct monthly installment payments to the Government over 
a period not less than 25 years— 

Let, me call attention to one error in the transcript we have here. 


This says over a period of not less than 25 years, and it should say not 
more than 25 years— 


and interest on the mortgage balances not in excess of 3 percent. 

(The same terms and conditions as were made available to other war hous- 
ing communities under Public Law 475, following the end of World War II.) 

2. Restoration and protection of the priority rights of the flattop residents— 
retroactively to some reasonable date such as April 1954. 

That date is flexible, however. 

With reference to the flattop question, we would like to ask also 
for Mr. S. C. Simmons, who has not yet been called, to testify on this 
point, as soon as we have finished with our presentation of our state- 
ment. 

We feel that the flattop residents should be permitted to build 
“from the ground up” if they desire through advances under a pro- 
posed amendment (sec. 62b of H. R. 11077) such residential structures 
on their lots as will meet zoning laws. 

The third point that we make in support of the previously presented 
material would be to permit residents of apartments (or multiple- 
housing units) first priority rights to purchase on a nonprofit cooper- 
ative basis, and a reasonable additional amount of time be permitted 
and provided for. 
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That is a summary statement of the three points we are supporting. 

There is one additional different point which we would like to men- 
tion, if it is proper to do so now, or we can withhold that until further 
discussion on these three points has been had. 

Representative Dempsey. Is it going to take long? We want to 
get through with this as soon as we can. We are not likely to have 
too much time this morning. 

Mr. Arow. It can be read briefly as the others have been. 

Representative Dempsey. If you have a prepared statement you can 
submit it for the record. 

Mr. Arow. This is a summary statement. If others have points 
to add to the statement, this would be the appropriate time. 

Senator Jackson. I think each of them could file their own formal 
statements and then summarize. That would be very helpful. 

Mr. Arow. Actually the thing that we have given here is a sum- 
mary of our position on those three points. 

May we just mention briefly two other items that have been brought 
to our attention. We also request that the act be modified to the ex- 
tent required to clearly permit land grants from available Govern- 
ment land in the Oak Ridge area to the city for purposes of (1) in- 
suring the financial future of Oak Ridge; (2) making this city in- 
dependent of Federal aid as early as possible; and (3) enhancing the 
industrial, recreational, educational, and esthetic opportunities of this 
city. 

That is the summary of the third point. 

We have had also presented to us a feeling from a considerable 
number of the woodland area residents, houses built of cement block 
or in cement-block fashoin, that there exist rather definite inequities 
in that area. With reference to appraisal values of some 3 or 4 years 
ago versus appraisal values as of now is one point. Also, quite a num- 
ber of the houses there are in very poor physical condition. I don’t 
know the number, but one of the representatives of that area said Sat- 
urday that many streets of that locality have one or more houses on 
them which have been boarded up, not to be disposed of at all through 
the normal disposal procedure, simply by reason of their falling into 
disuse, the land settling out from cadee them, and they are no longer 
usable. This is a very difficult situation, we feel. Although we may 
not be able to enlarge upon it now, it is a point we would like to have 
on record. 


STATEMENT OF JERRY GEORGE, MEMBER, OAK RIDGE TOWN 
COUNCIL, OAK RIDGE, TENN. 


Mr. Grorce. Mr. Chairman, my name is Jerry George. Iamamem- 
ber of the Oak Ridge Town Council, having served some four terms on 
that body. 

I have only 2 points which will take 2 minutes to express to you and 
the members of the committee. 

One is the aspect of direct financing and no downpayment. I be- 
lieve if this feature is incorporated in the bill, it will overcome to a 
great extent the objections that have been registered both in Oak Ridge 
and Richland regarding the disparity in house appraisals. 

The second point is with respect to the Greenbelt area, the area that 
we have requested that the bill be amended to the extent that certain 
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areas of land could be deeded directly to the city government for the 
purpose of preserving the Greenbelt area in and around the city. 

This is a recommendation that has been made by every professional 
consultant that has studied the Oak Ridge situation with respect to in- 
corporation at some date. 

Thank you. 

Mr. Srewarp. I would like to waive my right to speak if you would 
hear Mr. Simmons, and listen to his problem for a short time. 

Senator Gorn. Do you agree with what Jerry said, Doctor. 

Dr. Srewarp. Yes, I do. This summarizes my position, too. I 
would like to have Mr. Simmons heard. 

Representative Dempsey. We have Mr. Campbell scheduled next. 

Mr. Brown. That would be under item 3. Mr. Simmons could get 
out of the way on No. 2. 

Representative Dempsry. We will hear Mr. Simmons now. 

Mr. Arow. Thank you. He came specifically for that purpose. We 
appreciate it. 


STATEMENT OF S. C. SIMMONS, RESIDENT OF OAK RIDGE, TENN. 


Mr. Smuumons. Mr. Chairman, I am S. C. Simmons, resident of Oak 
Ridge for approximately 13 years, and about 9 of those in Flattop. I 
am surprised that I was not on the list, because I had written a letter 
to Mr. Norris on February 13 and received an answer February 20, 
asking that this be brought up on the agenda in case of a hearing in 
Oak Ridge. 

In the letter it was pointed out that this would be brought before 
the Atomic Subcommittee the following day. 

Representative Dempsey. We are very glad to hear you, Mr. 
Simmons. 

Mr. Srmmons. My problem concerns flattops. It doesn’t cost 
anybody any money or prestige. Mr. Gore has made the statement 
that: we are his people and that is actually why I am here for his 
protection from being put out of a house. We are in the flattop 
group, which is unrehabilitated. AEC says this is undesirable to 
sell to us, to rehabilitate as well or better than the ones that AEC has 
originally rehabilitated. 

Senator Gore. Are you talking about your own house ? 

Mr. Smrmons. I am talking about between four and five hundred 
people of whom I have made a complete survey as to what they would 
love to do. We have approximately 90 percent of these people who 
are interested in rehabilitating their houses, and doing it on their 
own finances. These houses we were put in originally by AEC, not 
by choice. These houses were good enough not to create any type of 
dvi section or anything else as long as AEC maintained the houses. 
Inside these houses are the craftsmen, the machinists, electricians, 
and so forth, the highest types of skills. If these houses are not sold 
to them to rehabilitate, then there is no house for them to go into. 

In checking you would probably be told that there are empty houses 
that would take care of them. I have a letter from a man who in 
1954 was told to leave his house, that it would not be sold, and that 
man does not have a house yet. He is still waiting in it for a house. 

The other point I would like to bring out would be that the re- 
habilitated houses are on some of the best lots on Outer Drive, if you 
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are familiar with Oak Ridge, and up on the Top View. Houses 
which are sitting directly behind them, some of them back to back, 
we don’t even have the opportunity to purchase and rehabilitate as 
the outer houses are rehabilitated. We have taken this before the 
council. The council has taken it to AEC. AEC has refused to de 
anything. They have neither placed the people in the houses at all 
or usually under the old procedure, I will cite one instance, when the 
Negro section was to be done away with, there was a complete new 
town built for them. Yet we have not that opportunity. 

As to priority rights, we have a priority on the lot probably. If 
another man does not have the priority who has been there longer 
than we have, that is. Our people have been there 13 years or some 
shorter time. 

Senator Gore. May I ask a question there, Mr. Chairman ? 

Representative Dempsry. Senator Gore. 

Senator Gore. Is this position which the Commission has taken the 
direct result of the bill that was passed last year, or has the Commis- 
sion, despite that bill, or with or without that bill, taken the position 
that they will not sell the flattops ? 

Mr. Simmons. They have taken the position that they are undesir- 
able. 

Senator Gore. The bill did not so declare them ? 

Mr. Stumons. No. Under the bill, they could do this. I was glad 
you made the statement that we are your people, and that we have 
Congressman Baker here. This is the point I am trying to bring out, 
because we need protection. We have gone through the town council. 
We have been told it is an administrative matter, but AEC does not 
comply with this or does not see the desirability. We would like to 
have you people make an amendment in the law spelling out the flattop 
people. 

Senator Gore. You are about to come to the next point? 

Mr. Srumons. I would just as soon answer questions. 

Senator Gore. I am glad you understand that the bill we passed here 
last year did not declare these flattops undesirable. That is a finding 
which the Commission itself has made. 

Mr. Srumons. That is true. In fact, it was probably misleading 
to believe that we would be able to buy the flattop houses. Under the 
old survey a letter came out which asked if we would be willing te 
buy the houses at the price. The people answered this letter. Since 
then we have been notified as soon as the disposal bill came out that 
these houses would not be sold under the disposal] bill. 

This does not necessarily pertain to the way the law is. It is the 
way it has been handled. People can be in a flattop for approximately 
10 years, and be on a list for approximately 6 or 8 years, and another 
person can come in and need a house, and they declare him on the 
emergency list, because he is unhoused. He gets the permanent-type 
housing. The flattop resident doesn’t get anything. This man would 
have been able to move if he had been willing to take a rehabilitated 
flattop in place of asking for a permanent type. 

Senator Gore. Congressman Baker and I are from Tennessee, as you 
have pointed out, and of course have some better opportunity than 
others, and also a more direct duty to be familiar with this situation. 
But you can understand how a chairman, who is from New Mexico, 
and how the Congress, only a few of whom are from Tennessee, would 
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be reluctant to pass a bill which would substitute its judgment for 
the Commission’s as to the desirability of a particular type of struc- 
ture. 

The bill provides that the Commission shall make exceptions for— 


structures which in the opinion of the Commission should be removed from the 
community because of their unsatisfactory type of construction, condition, or 


location. 

Congress is not an administrative agency. It is not an executive 
agency. It cannot take on the executive functions. Actually all the 
Congress can do is pass a law, hold investigations, and make appro- 
priations. We cannot administer. 

I know you appreciate the difficulty we would be in in trying to ask 
the Congress to pass a law specifying that this particular type of con- 
struction should be allowed to-remain or should be somes It isa 
rather difficult thing for us to handle. 

Mr. Simmons. Mr. Chairman, if I could answer, I think I could 
make it rather easy for you and Congress. 

Senator Gore. Very well. 

Mr. Srumons. If you will add in there that they sell the same type 
of house that is being sold. The rehabilitated flat top is the same 
structure. It only has the shingles added to the unl and a roof 
set on top of it. It is identically the same structure. It was put 
there when the other house was. 

Senator Gore. They are selling those types? 

Mr. Simmons. Yes. Yet the houses back to back with them are not 
being sold because it does not have the shingle on the outside, and does 
not have the roof coming up to a point. 

Senator Gore. The foundation and the walls are the same ? 

Mr. Simmons. Yes, they are all the same. It is the same house. 
We made a survey from house to house working until 12 o’clock at 
night, and ‘the rain, and in the wintertime, and asked the a. 
“Would you be willing to rehabilitate your house if this was possible, 
as well or better—not to leave it as it 1s,” and that is the only people 
we are talking about. We do not wish our house to stay there as it is 
now. The main thing that we are asking is this: As a citizen of the 
United States, we had been offered the same opportunity in Oak Ridge 
to buy a house which has been standard enough for us to live in all 
these years. We are a citizen of the United States. We ought to have 
the same opportunity to buy our house. That is all we ask. 

Senator Gore. Do I understand that the town council endorses your 
point of view ? 

Mr. Srmmons. Yes. Organized labor endorses and the people of 
Oak Ridge endorse it. 

Senator Gore. Thank you very much. That is all. 

Representative Baker. I would like to ask one question if I may, 
Mr. Chairman. I think the most serious question down there is the 
flatop proposition. There are four or five hundred families that have 
no priorities. As I understand, all you have the right to do is to 
buy a lot. ¥ ot 

Mr. Srumons. If the other man doesn’t hold a higher priority. _ 

Representative Baker. If somebody doesn’t hold a higher priority, 
then you have a right to buy a lot of your choosing # 

Mr. Sturmons. Yes, sir. 
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Representative Baker. There was originally a paceenen for salvage, 
if it is substandard; you could tear it down and build a house on that 
lot. That is one possibility. The other possibility is the one, Mr. Sim- 
mons suggested, of requiring in the covenant to put them in as good 
a condition as the fellow next door. You endorse the second alter- 
native. 

Mr. Simmons. Yes, sir; I do. 

Representative Dempsey. Why do they refuse to sell the flattops? 

Mr. Stmnmons. Because it is undesirable. I will answer the question 
as to my opinion. 

Representative Dempsey. That is what I am asking for. 

Mr. Stumons. Because for the purpose of subdividing the land and 
building houses. That is the only thing I can see. They would make 
a subdivision. 

Senator Gore. That is your opinion. What reason does the Com- 
mission give ¢ 

Mr. Simmons. That it is undesirable. 

Senator Gore. What do they mean by undesirable? 

Mr. Stumons. It is quoted quite often as making a slum area. 

Senator Gore. I am asking you to give the Commission’s reasons. 

Mr. Chairman, it appears that the Commission may have been arbi- 
trary in this matter. I suggest that we let the Commission itself come 
up and explain it. 

Representative Dempsey. That is what I am thinking. I would 
take the opinion of the people who occupy the premises, rather than 
those who have never seen them. 

Representative Baker. Mr. Chairman, I don’t want to speak out of 
turn, but I would like very much to see the committee do very much 
what Senator Gore suggested. Frankly, I think the Commission has 
abused its discretion in case of the flattops. They declare 500 houses 
undesirable in which people have been living and paying rent. Then 
it is undesirable by one movement of the hand. I would like very 
much to go into it. 

Representative Dempsey. Mr. Simmons, would you object to this 
being put in the record ? 

Mr. Stumons. No,sir.  _ 

Representative Dempsry. Without objection, it isso ordered. 

(The information referred to follows :) 

UNITED States ATOMIC ENERGY COMMISSION, 
Oak Ridge, Tenn., February 13, 1956. 
Mr. PAut ARow, 
Chairman, Oak Ridge Town Council, 
Oak Ridge, Tenn. 


Dear Mr. Arow: During the past several months I have followed the discus- 
sions and actions of council with considerable interest. The time and effort 
that you, individually and collectively, are devoting in the public interest is to be 
commended. While we cannot always agree with conclusions reached or recom- 
mendations submitted by council, you may rest assured that each is carefully 
considered. 

In this regard, and with specific reference to your letter of January 10, 1956, 
we feel that the Commission’s program of removing unrehabilitated flattops from 
the community as they become vacant is a sound one and should be continued. 
Submitted for your thought is some of our reasoning in this matter: 

1. The areas occupied by these units in the westerly part of the community 
are improved with streets and utilities. 
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2. Removal of these substandard units will leave hundreds of lots of sufficient 
size and in such locations as to accommodate new homes. 

3. New homes will most certainly improve the overall appearance of this section 
of the community and will contribute to the broader tax base which you, as council, 
know is so important to the survival of an incorporated municipality. 

4. Every qualified person in the field of planning who has reviewed this matter 
has recommended the removal of substandard housing. 

5. While any relocation creates some degree of hardship in individual cases, the 
number of vacant units now available for rent minimizes this hardship. You may 
be interested to know that of the 820 unrehabilitated flattops occupied as of 
January 1 of last year there now remain 504, meaning that 316 families have been 
relocated. While some of these have moved from Oak Ridge it is true, I am in- 
formed that many others have moved to other types of housing within the com- 
munity. Incidentally, as of this date, there are 691 vacant Government-owned 
residential units and 30 vacant privately owned houses. 

As you will recall, the Commission’s decision not to include unrehabilitated flat- 
tops in the disposal program was not a hasty one. Your predecessors were invited 
to review our thinking in this regard and to make recommendations. In the 
absence of such recommendations we proceeded as we thought best. We believe 
that future events will bear out that this was a logical course to pursue, consistent 
with good planning and in the best interest of the community as a whole. 

We will further point out that the subdivision of lots and appraisal of land in 
this part of the community have been premised on the assumption that the un- 
rehabilitated flattops would be removed. To change this assumption at this late 
date would most certainly delay the entire disposal program. 

I have dealt with the background of our decision not to include this type of 
housing in the disposal program at some length in the hope that you, upon con- 
sideration, can better understand our position. Now, as to your three specific 
requests, I will comment briefly that we do not believe they could be adopted as 
practical measures or work out with any degree of success. To do as you suggest 
would entail putting restrictions into the deeds with respect to rehabilitation, 
would require forfeitures in event of noncompliance and would otherwise prove 
burdensome to all parties to the conveyance. With regard to priorities to buy the 
lot, we feel that our proposed priority regulations afford fair and equitable oppor- 
tunities for any Oak Ridge resident to purchase a lot. With something like 900 
vacant lots in improved areas available for sale, it would appear that a priority 
holder could acquire a lot substantially of his own choosing. 

As I previously indicated, the suggestions of council in matters of municipal 
concern are always welcome and will always receive due consideration. 

Sincerely yours, 
S. R. Saprrie, 
Manager, Oak Ridge Operations. 

Mr. Srmons. Mr. Chairman, I would love to point out that in my 
argument I would not put up an argument at all had they not gone 
alone with selling the rehabilitated flattops, which are back to back 
with the others. I have the map of Oak Ridge and show you where 
they are back to back. re oe : 

Representative Dempsey. And the construction is identically the 
same except the roof ? ’ 

Mr. Srumons. Yes, and the outside shingles. These people have 
said we will do as well or better. A lot of these people said we would 
love to have our house to live in for approximately a year while we 
build our house. But we have built up our yards so we want this 
location. Perhaps that man has taken 6 or 7 years, and built that 
yard to where he has something, but he bids on this lot when it be- 
comes vacant, and another man who has been there 7 years takes that 
lot xway from him. 

Representative Dempsey. As the Senator and Congressman sug- 
gested, we will hear from the Commission on this. They certainly 
must have some reason. I can’t see where their judgment would be 
better than the people occupying the building. 
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Senator Gore. You notice I said a while ago that Congress can do 
certain things. One is that if we find an agency that has been arbi- 
trary and unreasonable in the interpretation of the law, we can change 
the law, fortunately. 

Mr. Srumons. That is what I wanted to hear yousay. I don’t think 
I can bring it out any more clearly. You know my feelings, and it is 
not from a personal desire. 

Senator Gore. You made a fine statement. 

Mr. Stmons. This is from the people and not my personal desire. 

Representative Dempsey. Mr. Campbell, do you wish to be heard ? 


STATEMENT OF WALLACE CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES OF 
AMERICA 


Mr. Campsetyt. Mr. Chairman, I have a very brief statement. I 
think it would be faster for me to read it than to make an oral state- 
ment, and then I would be happy to answer questions. 

My name is Wallace J. Campbell. Iam director of the Washington 
office of the Cooperative League of the United States of America. 
The Cooperative League is a national federation of consumer, supply 
and service cooperatives. Its affiliated member organizations include 
in their membership approximately 13 million different families who 
own cooperatively businesses of various kinds through which they 
obtain farm supplies, insurance, housing, consumer goods, electric 
power, savings and credit, health services and other needs. 

The Cooperative League wishes to point out to the committee sev- 
eral precedents which might well be taken into account in writing leg- 
islation for disposition of residential properties at Oak Ridge, Tenn. 

We wish also to outline for the committee the very successful con- 
version of other Government-built or Government-held residential 
properties to cooperative associations of residents of these properties. 

In Public Law 65, enacted by the 81st Congress May 19, 1949, pro- 
vision was made for the sale of what are called the Green Towns. 
These were the towns of Greenbelt, Green Hills, and Greendale, built 
during the depression. Under the Green Towns legislation a priority 
was established, giving first preference on the purchase of the prop- 
erties to cooperative associations of veterans and residents. The Pub- 
lic Housing Administration was to provide a cooperative of veterans 
and residents 6 months in which to qualify as a preferred purchaser. 
The cooperative association was allowed to purchase the property for 
5-percent downpayment with a mortgage held by PHA to be amor- 
tized over a period of 25 years. 

First preference of course was given to veterans living within these 
communities, with similar preferences granted to residents prior to 
any purchase right of nonresidents. 

The Lanham Act, which provided for disposition of emergency 
housing built by the Government during World War II, also pro- 
vided a similar set of preferences for veterans and for residents of 
the projects. These preferences are outlined in section 607 (c). 

It is the recommendation of the Cooperative League that a similar 
set of preferences be written into the proposals before the committee, 

80585—56——2 
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and that the interest rate be established at not more than 4 percent 
with a 30-year period of amortization. 

Representative Dempsey. Is that the present veterans’ rate of 4 
percent or is it 414? 

Mr. Camppetn. No. 
previous laws. 

Representative Dempsey. Do you know the present rate on veterans’ 
loans ? 

Mr. Campsety. Individual homes, it is 4 percent. 

Representative Dempsry. Hasn’t that gone up to 414? 

Mr. Campsei. No. 

Representative Dempsry. It is 4 percent? 

Mr. Campsety. That is right. I am sorry. 
out it is 414 on the veterans’ individual homes. 

Representative Dempsey. I thought it had gone up. 

Mr. Campseti. That is right. We would actually prefer as a for- 
mula for this that it should be the cost of money to the Government 
plus one-half of 1 percent. Whether or not it is feasible to write that 
into the act at this time, we don’t know. 

The properties should be offered to a cooperative of veterans and 
residents at a fair value, such value not to exceed the cost to the Gov- 
ernment of construction of the properties less the amortization al- 
ready paid for by the residents. 

The cooperative association should be offered the right to purchase 
all of these properties. If it is not feasible for them to make a pur- 
chase of such magnitude, the residents should have the right to make 
a purchase of a part of the community, which of course should be a 
contiguous area. 

The experience of cooperatives of residents in purchase of such 
properties has been uniformly successful. The establishment of home 
ownership by the people who will occupy and join in the purchase of 
the project provides not only a psychological reason for improving 
their homes and continued effective maintenance. Such ownership also 
leads to active and effective participation in management, develop- 
ment of additional community facilities, and an increasing sense of 
responsibility and participation on the part of the residents. 

There is less turnover in a project once the families establish own- 
ership, and therefore a more economic use of the properties than could 
be secured under a rental arrangement of any kind. 

We would be very happy to present to the committee concrete illus- 
trations of the effective disposition of Government property to such 
associations. We would be happy to provide what assistance and guid- 
ance we can to such an association established in Oak Ridge which 
might undertake a similar purchase from the Atomic Energy Com- 
mission, 

The most recent acquisition has been one at Armisted Gardens in 
Baltimore, which was purchased last week from the Public Housing 
Administration. There the project was 1,611 family units and the 
purchase was made from PHA with PHA taking the mortgage. The 
people put up funds to take care of the closing costs, plus a fund for 
operating costs, which actually is necessary in any acquisition, and 
takes the place of what would normally be looked upon as a down- 
payment. When you talk about a nondownpayment purchase, actually 


This is the rate which was used in one of the 


Mr. Goodman points 
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with no down payment to the Commission, the people would still need 
money for closing costs, and a reserve fund for operation, so that they 
could start operation immediately. This gives the same psychological 
effect that you would have with a specified cash downpayment. It 
means money on the part of the people who take ownership in either 
case. 

Representative Dempsey. Thank you very much. 

We will next hear from Mr. Kelly. 


STATEMENT OF RATUS L. KELLY, CONSULTANT, HOUSING AND 
COMMUNITY WELFARE, OAK RIDGE ORGANIZED GROUPS, OAK 
RIDGE, TENN. 


Mr. Ketiy. Mr. Chairman, my name is Ratus Kelly. I have been 
asked to serve in a consulting capacity to several organized groups in 
Oak Ridge. Two of these have already testified, one being the 2 


spokesmen here for the 2 labor unions, also the group of over 500 fami- 
hes of so-called flattops, and you have heard from Mr. Simmons, and 
some other groups have also asked me to help them. 

I have these commitments, or letters, in my files to substantiate the 
statement that my services have been so engaged. 

Representative Dempsey. Mr. Kelly, do you have a prepared state- 
ment ? . 

Mr. Ketry. Yes, sir. 

Representative Dempsry. You might submit it for the record. 

Mr. Ketry. I have sent to Mr. Norris just recently a communica- 
tion setting forth not only this 5-point program you have heard from, 
but some comments which I have seen fit to include in connection there- 
with, but there are 1 or 2 points I would like to clear up. 

Representative Dempsey. We will put the statement in the record. 

(The statement referred to follows:) 


Town HALL, 
Oak Ridge, Tenn., May 29, 1956. 
Mr. GreorGE Norris, Jr., 
Committee Counsel, Subcommittee on Disposal of Government-Owned Com- 
munities, Atomic Energy Committee, Washington, D.C. 

Dear Mr. Norris: With reference to the mimeographed memo which our Mr. 
Ratus L. Kelly handed you in your office on May 17, 1956, outlining the wording 
we suggested in connection with amendments proposed on Public Law 221, please 
be advised that we no longer subscribe to the theory that the formation or exist- 
ence of a cooperative is necessary in order to obtain the benefits for Oak Ridge 
and Richland people with respect to single-family houses and duplexes, as were 
available under Public Law 475 (sec. 607 (f)—especially the last portion thereof 
pertaining to groups organized on a mutual or cooperative basis). While we are 
not opposed to the formation of a cooperative here, we hold that the mere for- 
mality of setting up such a cooperative should not be required here, inasmuch as 
the facility for making arrangements and the collection of monthly payments can 
very well be taken care of by existing governmental agencies. We would like to 
stress, however, that we feel very strongly that we have as much right to these 
favorable terms and conditions of sale as did these other war-housing communi- 
ties who received the benefit of these ‘‘mutual ownership, or cooperative” arrange- 
ments and terms following the end of World War II. Oak Ridge was one of these 
war-housing communities, and should not be discriminated against because of the 
fact that they responded to the urge of the Government and patriotically con- 
tinued on with the defense effort, thereby contributing to our national safety and 
security. Hence, Oak Ridge and Richland people should not be penalized by be- 
ing deprived of the benefit of these terms and conditions of sales with respect to 
their purchases of their residential properties—in contrast to these other commu- 
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nities—now that they are finally allowed to buy their own homes and establish 
self-government. 

However, the situation with respect to the apartment-building residents is a 
different situation. Something better than is now provided under Public Law 
291 should be done for these citizens. As it now stands, they have no priority 
rights. They cannot take advantage of the situation whereby occupants of single- 
family houses and duplexes can exercise their priority right, within 90 days after 
said property is offered for sale, to purchase their residential property at a dis- 
count. This right they should definitely have, the same as single-family occu- 
pants. And the only logical way this can be done is through the medium of a 
cooperative. So, we recommend that Public Law 221 be amended so as to permit 
these apartment dwellers the opportunity to form a cooperative, and purchase 
their building, or interconnected buildings, and have the benefit of this discount, 
as well as the favorable terms which we contend all purchasers of residential 
property in Oak Ridge and Richland, at least as far as “priority right” pur- 
chasers are concerned, should have exactly the same as applicable to cooperative 
group parchsers under section 607 (f) of Public Law 475. What is more, the 
law should permit a reasonable period of time within which these apartment 
residents could organize a cooperative—one formed on a nonprofit basis, for the 
sole purpose of acquiring their building, or interconnected buildings, from the 
Government; and pay for same on the favorable terms permitted other commu- 
nities. In this way they could assure themselves of continued tenancy, thereby 
contributing to the defense effort and the morale of the community as desired 
in the act. So, we are still urging you and the members of the subcommittee to 
make these just and fair revisions in Public Law 221 through currently considered 
amendments of same. 

Enclosed herewith you will find a copy of our 5-point program, the first 3 
points of which, incidentally—as you can see from the enclosed clipping from 
today’s Oak Ridger—have been endorsed, at their meeting last night, by the Oak 
Ridge Town Council. We have been flooded today with congratulatory messages 
from, for example, the heads of various organized groups here in Oak Ridge on 
our having obtained town council’s endorsement of these three important points 
which we have, heretofore, fought for on a lone battle basis. This does not 
imply that others have not previously assured us that we were on the right road, 
and had a just cause—far from it. There has been no one, except possibly a 
few who stood to gain considerably from a “killing” to be made from various 
aspects of the community disposition program who, once they know the true 
situation with respect to the terms and conditions under which these other war 
housing communities were able to purchase their residential properties, would 
not admit, and even contend, that Oak Ridge and Richland should have the 
benefit of these same terms and conditions, except for the period of time during 
which payments on the mortgages are permitted—and which we are perfectly 
willing to limit to 25 years. There is approximately 100 percent agreement on 
this important issue here. 

Also enclosed herewith you will find a suggested wording, revised on account 
of our change in attitude with respect to the necessity of a cooperative in the 
case of single-family houses and duplexes, of our proposed amendment to section 
62 (a) of Public Law 221. You will please understand that this is merely for 
your guidance in wording the amendment as you see fit—in order to incorporate, 
of course, the ideas we wish included in the revised act. You will please note 
that we are suggesting an entirely different setup for the apartment-building 
residents, which can best be served, we feel, through the medium of a cooperative, 
but this does not indicate that we are opposed to the use of a cooperative in 
connection with single-family houses and duplexes. 

We are also especially anxious to correct the injustice being handed out to 
the “flattop” residents, through having their situation handled by administrative 
process by the AEC, rather than by legislative process, incorporated in the act, 
whereby their just and proper priority rights would be assured and protected. 
This could be accomplished by a simple process of adding a sentence to section 
52 (a) (1) to the effect that this section shall not apply with respect to resi- 
dential property. You will please note that the Oak Ridge Town Council has 
endorsed all 3 of the above very important points, the first 3, we repeat, of 
our 5-point program. 

There are two points which we wish to clarify with respect to our previously 
submitted memo regarding suggested wording of amendments to section 62 
(Public Law 221) : 
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1. Since we have moved away from the view that a cooperative is necessary 
in connection with the sales of single-family houses and duplexes, in order, of 
course, to obtain the benefits of the more favorable terms provided under section 
607 (f) of Public Law 475—especially the last portion thereof applicable to “mu- 
tual or cooperative groups,” there is no longer any necessity, if a cooperative is 
not formed for this purpose in the situation dealing with single-family houses 
and duplexes, to consider the matter of an agreement between such a coopera- 
tive and any governmental agency to assist in originating, and subsequent serv- 
icing of, said notes and mortgages; as referred to. 

2. There has apparently been some misunderstanding on the part of at least 
one member of your subcommittee with reference to interpretation of our mo- 
tive, or reason, for our request to have the fire and mortgage cancellation life 
insurance premiums included among the items for which advances could be 
made, or permitted, under the proposed amendment numbered 62 (b) of H. R. 
11077. Our reasoning and justification for these items being included in this 
section are based upon the fact that such advances are approved, or permitted, 
and are a customary procedure under the rules and regulations for the Federal 
Savings and Loan System throughout the entire country. This was verified by 
our Mr. Kelly when he was in Washington recently, when he checked on this 
and obtained confirmation on this point, as well as the proper wording in their 
rules and regulations governing these insurance advances, and which we have 
followed in the wording which we have suggested to you in our previous memo, 
through the Home Loan Bank Board Office there in Washington, D.C. We have 
all this information, if you care to see it. Having these items included, along 
with others such as “necessary repairs, or for rehabilitation, modernization, re- 
building or enlargement” for which advances are permitted under the law does 
not imply, or require, that the purchaser of the residential property buy his 
insurance from any particular agent, or agency. It simply permits a convenient 
payment method for these important, desirable, and, in the case of fire insur- 
ance premiums, necessary items in exactly the same manner as the purchaser 
is permitted to finance desirab'e repairs or enlargements, etc., with respect to his 
newly purchased residential property. 

We shall be happy to confer with you regarding further details and particularly 
with reference to any of these matters, either in Oak Ridge, or in Washington, 
D. C., if you will only call upon us for this purpose. 

Respectfully yours, 
JAMES E. GREENE, 
President, Local 9-288, 
Oil, Chemical and Atomic Workers, AFL-CIO. 
CLARENCE Brown, 
Business Representative, Atomic Lodge No. 480, 
International Association of Machinists, AFL-CIO. 
Sam C. SIMMONS, 
Legislative Representative, 
Oak Ridge, Tenn., Resident’s Improvement Association. 
Ratus L. KEtty, 
Consultant on Housing and Community Welfare, 
Oak Ridge Organized Groups. 


SUGGESTED WORDING OF AMENDMENT OF SECTION 62 (a), PusLic Law 221 


Sec. 62 COMMISSION FINANCING. 


(a) In the event that the Commission finds that financing on reasonable terms 
is not available from other sources, the Commission shall, in order to facilitate 
the sale of residential property under chapter 5 of this Act, accept, in partial 
payment of the purchase price of any house, apartment building, or dormitory, 
notes secured by first mortgages on such terms and conditions as the Commis- 
sion shall deem appropriate. In the case of houses and apartment buildings, 
the maturity and percentage of appraised value in connection with such notes 
and mortgages shall not exceed those prescribed under section 223 (a) of the 
National Housing Act, as amended; but the interest rate, terms, and conditions 
of sales of houses shall be no less favorable to the purchasers than those set 
forth under the provisions of section 607 (f) of Public Law 475 (enacted by 
the 81st Cong., and known as the Housing Act of 1950) and applicable there- 
under to projects initially programed as mutual housing communities under the 
defense housing program (even though the said Oak Ridge and Richland pro- 
jects may, or may not have, been so initially programed), with the exception, 
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however, that the period of time required for full payment to the United States 
shall not exceed 25 years. The interest rate on apartment buildings shall equal 
the interest rate plus the premium being charged (and any periodic service 
charge being authorized by the Federal Housing Commissioner for properties of 
similar character) under section 223 (a) of the National Housing Act, as 
amended, at the effective date of such notes and mortgages; except, however, 
that in the case, or cases, wherein the Commission receives a notice in writing 
within 90 days following the date of the offering for sale of any apartment 
building, or buildings, that there exists, or that there is in process of formation, 
a cooperative (organized, or being organized, on a mutual or cooperative and 
nonprofit basis for the sole purpose of enabling the occupants to purchase said 
apartment building, or buildings, from the Government); then, in all such 
situations, the Commission shall allow a reasonable period of time for the 
completion of the formation of such a cooperative, and, upon such completion, 
or organization of said cooperative, the Commission shall enter into a purchase 
and sale agreement on the same terms and conditions of sale (including dis- 
counts as provided under this Act to priority purchasers) as is applicable here- 
under to priority purchasers of single-family houses and duplexes, with respect 
to such apartment building, or buildings. 

Nore.—The section pertaining to priorities should be amended so that the 
residents, or tenants, or occupants, of an apartment building, or buildings, shall 
have the right by priority for the 90-day period (or/and any reasonable exten- 
sion thereof by the Commission for this purpose), to form such a cooperative, 
and purchase said building on the same discount basis, rate of interest on their 
mortgage, terms and conditions of sale as was permitted under section 607 (f) 
of Public Law 475 (pertaining to projects initially programed as mutual housing 
communities—since it was no fault of the people of Oak Ridge and Richland 
that their communities were, or were not, so initially programed). All single- 
family and duplex dwelling purchasers, plus occupants of apartment buildings 
where cooperatives are formed for the sole purpose of purchasing their building, 
or buildings, should be permitted the same terms and conditions of sale as were 
these other war housing communities built at, or about, the same time and 
under the same conditions, and for the same purpose, as were Oak Ridge and 
Richland. These two latter communities should not be discriminated against 
merely because they were patriotic, and continued on in the defense effort upon 
the urging of their Government, and contributed so much to our national 
security. 

We hope you will see fit to allow section 62 (b) to stand just as is in H. R. 
11077, with the exception of adding “insurance premiums” to the list of items 
for which advances will be permitted under the provisions of this section. 


Mr. Kerry. There are 1 or 2 points which have been overlooked, not 
intentionally, by those who have testified. I would like to reemphasize 
these points, the terms and conditions of sale. I have reference now 
to point No. 1. We wish to have this whole transaction looked at in the 
light of disposal of war housing, rather than a real-estate transaction. 
That is the point which I want to stress to this committee. It is being 
handled as a real-estate deal, rather than disposal of permanent war 
housing. We have records right here to show the so-called West Brook 
projects which were handed a the basis of no down payment, pay- 
ment over 45 years directly to the Government, and interest at 3 per- 
cent. One purpose in a real-estate transaction for a down payment is 
twofold. They should neither one apply in this case. One is for the 
purpose of showing good faith. That is not necessary because these 
people are in there, and have been for 12 years, or so, and there should 
not be any evidence of good faith required. 

The second place is so that the broker can get his commission right 
away. There is no brokerage here. The Government is disposing of 
them and that should not enter into it. Not only do we have the pre- 
cedent of Public Law 475, and these West Brook projects, where there 
was no down payment, but there is no necessity of down payment. The 
interest rate is certainly reasonable at 3 percent, because the Govern- 
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ment can get all the money it needs at 2 and 21% percent, and they only 
pay us 3 percent on bonds. Waihiery 

Another point that I would like to clarify with Mr. Simmons. In- 
cidentally, Senator Gore, you brought out the point about the arbitrary 
ruling on the part of the Commission. This gr oup that I represent on 
the flattops feel that they have, you might say, taken unto themselves 
an interpretation of Public Law 221 that is not intended by you gentle- 
men that wrote it. That is, that section 52 which you read, sir, that 
gives them the right to exercise their judgment to remove or dispose of 
any properties they don’t think are suitable. We believe that since that 
time, sir, there has been written into the proposed amendment here of 
H. R. 11077, section 62b, a provision which permits advances to be 
made for rehabilitation, enlargement, and that sort of thing, which 
would solve this problem. 

Senator Gore. You mean the provision in the bill which you hold 
in your hand would solve the problem if the Commission would modify 
its ruling. 

Mr. KELty. Yes, sir. We feel that section 52 that you read should 
have a clause added to it, saying very simply that this provision shall 
not apply with respect to residential property, and under no cireum- 
stances deprive any normal priority holder of his rights to buy the 
lot and come under this section 62 (b), and obtain this advance for 
rehabilitation or enlargement of his dwelling so that it will conform 
toa normal zoning requirenient of the town. 

We are not in favor of a slum area. I would just like to mention 
the possibility. I am not saying it is true, but I don’t care whether 
we are on the Atomic Energy Commission or what, we are all human 
and we play favorites sometimes, sir. We may be wanting those fel- 
lows moved out so that some fair-haired boys can come in and build 
a big building on these very attractive locations. If you are out at Oak 
Ridge next time, I would like to bring that point out to you. That may 
have influenced their decision a little. I am not saying it does. Iam 
just saying it is possible. 

That just about concludes my remarks. I have even furnished to 
Mr. Norris a specimen of wording of our own thought of how the law 
could be amended to carry out these provisions. "T appreciate very 
much, sir, your courtesy. 

Representative Dempsey. Thank you very much, Mr. Kelly. 


Mr. Ballard. 


STATEMENT OF EMMETT BALLARD, OF FRETZ, HAYES & BALLARD, 
OAK RIDGE, TENN. 


Mr. Battarp. My name is Emmett Ballard, with the firm of Fretz, 
Hayes & Ballard in Oak Ridge. We have a real estate and insurance 
operation there. Ine identally. I would like to tell you we have com- 
mitments for $15 million worth of loan funds privately for purchase 
of Government-owned housing in Oak Ridge. 

Representative Demrsey. At what rate of interest do you have this 
money ? 

Mr. Batiarp. That recognized by the Federal Housing Administra- 
tion which everybody in the United States pays. That is one of my 
points. Why should Oak Ridge people have an advantage over any- 
cody else in the United States? W hy should they have 3 percent ? 
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Representative Dempsey. Will you answer my question? What 
would the rate of interest be at this time ? 

Mr. Bauiarp. Five and 51% percent. It would be one or the other. 
The Federal Housing Administration which is an agency of the Gov- 
ernment recognizes this fact, that if a loan is $6,650 or less, a 514 per- 
cent interest rate can be charged, while over that amount it is 5 percent. 

The reason for that is that it costs a lot more to service a smaller 
joan. It costs just as much to service a $5,00 loan as it does a $15,000 
loan. Sothey recognize another half percent. 

Representative Dempsey. What equity would you require an owner 
to have in the property ? 

Mr. Batiarp. Kither no downpayment or 10 percent downpayment. 

Representative Dempsry. Assume that there was no downpayment, 
would you accept that without some guarantee ? 

Mr. Batuarp. If there is no downpayment, we will make what we 
call a conventional loan. We will not go to FHA or VA or anybody. 
There will be no downpayment. But we will ask the person who is 
purchasing the property to exercise their indemnity rights which were 
put in the act, I think, at the request of the Oak Ridge people, be- 
cause they were wondering about the future of the town leaeues of the 
one industry. It is in there. So if there is no downpayment and 5 
percent interest, we would ask them to exercise that indemnity fea- 
ture. If they want to go to FHA and pay 51% percent, then they can 
waive the indemnity feature and take an additional 10 percent off. 

I think the act has been well thought out, it has been well pro- 
gramed, it is the result of years of looking at the thing. I think FHA 
and Housing and Home Finance have come in there, and done a 
wonderful job. They established rockbottom prices. I have 1,580 
square feet, 2 baths, a wood-burning fireplace, half a clear lot, and 
I can buy that for $7,500. My price was $7,850. I don’t know what 
to deduct for improvements, That same house by the Federal Hous- 
ing Administration itself is computed to be reproduced at $12,000. 
I think Oak Ridgers are getting every break in the world. I don’t 
know why a veteran that fought in the Korean war and World War 
II has recognized as a fair rate for him 414 percent, but for Oak Ridge 
people it is 3 percent. I don’t see the equity in that at all. 

I frankly would be disappointed in Congress if they would do that. 
The average income of the Oak Ridge people is far higher than the 
rest of the people in Tennessee. It is far higher than the national 
average. They have a higher income. I told you about the house 
that I live in, 2 baths, 1,580 square feet, woodburning fireplace, a beauti- 
ful house. It has been cut tremendously by FHA already. They 
are getting a very fair price. You ask any appraisal that FHA had 
there and they brought them in from all over the country, and they 
will say they put a rockbottom price. That is a consideration to Oak 
Ridge people. Why should a person in Carthage, Knoxville, Memphis, 
and Chattanooga pay 5 percent, which is recognized as a fair rate, 
and Oak Ridge pay 3 percent, when their income is about three times 
higher than the average in Tennessee. 

Senator Gore. Are you taking this position on behalf of the people 
of Oak Ridge or on behalf of business ? 
Mr. Batuarp. I have a selfish interest. 
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Senator Gore. I think you are also speaking as a citizen of the entire 
country. 

Mr. Battarp. That is right. You can get the impression from the 
testimony you have here before you that Oak Ridgers might be un- 
happy. I got a clipping here from the local paper, two people here 
have already offered a profit who will purchase one of these houses. 
My wife happens to work at one of the plants. The day after the 
prices were announced, there were 3 people in her office that called 
people that they knew that had these houses and offered them $1,000 
profit on each one if they would exercise their priority and sell. 

My personal opinion is this, and I think I have talked to a great 
many people in Oak Ridge, that they are very happy with the act as 
passed. It is well thought out. It is operative, it is fair. I think it 
would be giving undue advantage to Oak Ridge people if they pay 
3 percent while a veteran pays 414. I think the thing as it is now is 
— fair and equitable. 

hat is all I have. 
Representative Demrsry. Thank you very much. 
Mr. Goodman. 


STATEMENT OF LEO GOODMAN, SECRETARY, CIO NATIONAL 


COMMITTEE ON POWER, ATOMIC ENERGY, AND RESOURCES 
DEVELOPMENT 


Mr. Goopman. Thank you. 

Representative Dempsey. You are the last witness as far as the 
committee knows at this point, Mr. Goodman. 

Mr. Goopman. Mr. Chairman and members of the committee, I must 
apologize for my lack of a written statement this morning, because 
of the lateness I was notified of the opportuinty that I would have 
to appear here before you this morning. I understand the possibility 
of this hearing being held has been known for about a week, but it 
was not until Saturday morning that I had any personal knowledge, 
and it was not until about an hour ago that I was designed to come 
here and speak in behalf of the AFL-CIO. So I have not had an 
opportunity to put down in full detail the thoughts which I have had 
on this subject. 

Representative Dempsey. You are very familiar with Oak Ridge. 

Mr. Goopman. Yes. As you know, I have been working with the 
housing problems and the community problems of Oak Ridge since 
1951. 

Representative Dempsey. You were present at the hearing there. 

Mr. Goopman. Yes. I wanted to say that we are here because, after 
5 years of effort, this committee finally succeeded in securing the en- 
actment in the last session of the Congress of Public Law 221, which 
was approved by the President on August 4, 1955. I want to com- 
mend the members of the committee for finally putting into action 
the urgent desire of so many of the residents not only to have the 
opportunity to secure homeownership, but also to help secure their 
desire for local community self-government. 

The problem that we are faced with here today stems from the fact 
that the United States Government in establishing this plant needed 
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adequate manpower to operate it. That same problem continues to 
exist today. 

Another subcommittee of the Joint Committee has held extensive 
hearings on the need for maintaining adequate scientifically trained 
manpower in this plant. One of the difficulties that has occurred in 
this community has been the dissatisfaction with both the aspects 
which I mentioned, the inability to secure homeownership, and also 
the desire to participate in the operations of their own community, 
the traditional American system of local self-government, which so 
many of the people in Oak Ridge desire. 

But we are here today because there is clearcut need for an amend- 
ment to Public Law 221. This committee has heard from a number 
of forces in the community of Oak Ridge, as well as Richland, that 
there must be some change in Public Law 221 or the goal which we all 
desired when this act was passed cannot be achieved. 

Two parts of it become immediately evident to us. One is the role of 
the AEC in the determinations which it must make under Public Law 
221, and secondly under chapter 10, which provides that the President 
is authorized to delegate the duties and the responsibilities placed 
on the Commission by this act to such other agencies of the United 
States Government as are reasonably qualified to perform these-duties 
and responsibilities. I understand that the President has signed an 
Executive order assigning the Housing and Home Finance Agency, 
which has had extensive experience in this matter, as the agency of 
Government to administer the provisions of the housing sale. I would 
assume that the Housing and Home Finance Agency therefore has 
made recommendations to this committee. I would assume that as the 
Agency which has handled this problem, regarding warehousing dis- 
position, that they have had extensive experience, and know somewhat 
in detail the difficulties of dealing with the problems of priorities, the 
problems of financing, the problems of substandard construction. 

Representative Demesry. Mr. Goodman, the agency that had the 
delegation of power was the Housing Agency. The information we 
have received from them is that they are appraising. The committee 
itself can determin a 15 percent discount, not the Housing Agency. 
The committee did that. That is, this committee that is here now. 
They gave us the appraisal of Oak Ridge, which I think was very good. 
Originally I did not think so. The problems are very different be- 
tween the Oak Ridge situation and others. In Richland, they did not 
take in the original cost. They took in the inflated value. 

Mr. GoopMAN. Yes, but Senator, there is a real fundamental prob- 
lem which I feel this committee must look squarely at. That is that you 
have here in Oak Ridge housing that was built primarily during the 
war, during the period of shortages, a large portion of which is sub- 
standard. Here we have the desire to make the United States the 
leading example of effective peacetime use of atomic energy, and we 
have a community which could well become and partially is a national 
disgrace, a national slum built of substandard housing in which work- 
ers who are now performing the most important work in the Govern- 
ment’s policy regarding atomic energy are required to continue to live 
in housing which I am sure does not meet the minimum standards of 
the FHA, which was established by the Congress, which provides Gov- 
ernment insurance for certain minimal—and I stress the word “mini- 
mal”—housing. If these units do not meet this standard now, and we 





SALE OF COMMUNITIES 23 


are faced with the giving of the Government insurance program in this 
long-term possibility of developing a further attenuated and extended 
slum condition, we are going to hurt the community of Oak Ridge, 
rather than help it. 

I am sorry to say, members of the committee, I have not had an 
opportunity to talk with my colleagues about their policies, the 
immediate proposals which they have made to you here, and I do 
not want in any way the statement which I am making to you to 
reflect on the recommendations which they have made, nor do I en- 
dorse them, sir. 

Representative Dempsey. Just a minute. I want to call your at- 
tention to this. Neither at Oak Ridge, nor here today, have any of 
the occupants of those residences designated them as a slum area. I 
did not know we had a slum area down there. 

Mr. GoopMan. Sir, I would like to urge that the position of the 
Housing Agency in regard to the number of units that do not qualify 
on the minimal standards of FHA be made a matter of public record 
as of today. I believe it would be unfair and illogical for the United 
States Government to help promote on the one hand the granting 
of Government insurance on a program which another agency of 
Government says is below the minimum standards that we should 
have for health, decency, and safety, in the United States. This is a 
serious problem. 

Senator Gore. Mr. Goodman, I recognize the validity of your point 
of view there as an overall proposition. How would we apply that 
to the people who are living in the flat tops from whom we have 
had testimony this morning? 

Mr. Goopman. I believe that the problem is one of providing some 
kind of alternative. We made extensive presentations. If 1 may, 
I would like to insert in the record at this time the presentation 
which I made at the last hearing, at which we tried to meet head on 
this problem. 

One possibility would be to permit the Housing Agency to come up 
with recommendations before this committee as to how to eliminate 
the substandard units while providing the residents the manpower 
that is needed to operate the plant the opportunity to secure the ade- 
quate housing that is needed for their continued residence in the 
community. 

Senator Gore. You agree that a congressional committee could not 
possibly undertake the task of deciding which house is substandard 
and which is of sufficient quality. We “must depend on some agency 
whether it is the Atomic Energy Commission or the Housing Agency. 

Mr. GoopMan. Lagree. 

Senator Gore. I believe Mr. Kelly suggested an amendment that 
this exemption or eee section which I read in the act not apply to 
residential property. I don’t know that he meant it just exactly that 
way, but that would prevent the Commission from saying that any 
particular structure was substandard and would not be “subject to 
sale. 

Mr. Goopman. I agree with you, Senator, that the evictions in 
this case are decisions being made by the AEC and not by the Con- 
gress. The Congress pr ovided administrative discretion. All I am 
asking for here is that these good folks who come up from Oak 
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Ridge, ardently seeking solution to their problems, have the best 
knowledge which is available through the Agency that has been de- 
signed by the President of the United States to administer chapter 10. 

The Housing Agency knows the facts. I believe the Housing 
Agency would make them available. I believe this committee ought 
to get those facts in the public record both to help the good folks of 


Oak Ridge as well as to help you make up your own minds as to what 
needs to be done. 


Senator Gore. Would you suggest that the Atomic Energy Com- 
mission be allowed to decline to sell any house which the Housing 
Agency had upon appraisal] declared substandard ? 

Mr. GoopMan. Not unless some alternative housing were provided 
for those who currently occupy units which were declared to be sub- 
standard. All I am asking for, Senator, is that we make enough 
thorough study so that the good people of Oak Ridge get as decent 
treatment as the miners in the Belgian Congo did in the program 
ree ome for them in the AEC. We built model communities there. 

o why should not the folks of Tennessee get equal consideration. 

Representative Dempsey. Mr. Goodman, if you have statements to 
place in the record, we will place them in the record. 

Mr. Goopman. I appreciate that. 

(The statements referred to follow :) 


STATEMENT OF LEO GoopMAN, SECRETARY OF THE CIO NATIONAL COMMITTEE ON 
POWER, ATOMIC ENERGY, AND RESOURCES DEVELOPMENT 


Mr. Chairman, my name is Leo Goodman; I am secretary of the CIO national 
committee on power, atomic energy, and resources development. I have been 
working for several years with our local CIO union here in its efforts to study 
the various disposal bills and to work out the kind of legislation that would be 
best for the community. Last year we made an extended study of the legisla- 
tion you. then had before you, culminating in the report Mr. Greene handed you 
a few minutes ago. Although the principles set forth in that report secured 
acceptance among a wide variety of organizations in both Oak Ridge and Rich- 
land, we were very much disappointed to find that the current bill comes no 
nearer than did the 1954 bill to solving the problems and meeting the objections 
raised by our union and by the various other public interest groups with whom 
we have been working. 

I could spend several hours of your time today, if you permitted it, criticizing 
various detailed provisions of this bill. We feel that it falls short, at many 
points, of the objectives we all have in common—to transform Oak Ridge, inso- 
far as possible, into a normal, self-governing community. 

Many of our specific objections are the same as in the case of last year’s bill, 
and appear in the report you already have. I see no point in repeating them 
here. With your permission, therefore, I would rather like to point out what 
we think are some basic objectives and principles which you should take into 
consideration with respect to this bill or the better bill we hope to get as a result 
of this hearing. 

First, Oak Ridge needs some hope and confidence in the future. For many 
years people here have been shackled and hamstrung with a maze of restrictions, 
regulations and bureaucratic redtape. Many people have become so confused 
and beaten down that they have given up trying to cope with the situation. 
Enterprise has been stifled. Many families have become disgusted and have left 
the town. Others believe that disposal will never come; we have cried “Wolf” 
so often and so long that they are no longer interested. As a result of all this 
the town is uncertain and hesitant about its future; people are afraid to make 
home improvements because they don’t know if they will ever be allowed to own 
their homes; business is afraid to invest in a town whose future is so clouded. 
Oak Ridge is more than ready for a resolution of all these doubts and uncer- 
tainties. 

Second, Oak Ridge needs to have some free choices and make some of its own 
decisions. It needs to get out from under the many compulsions that are left 
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over from the early days when the very existence of the town was the country’s 
best kept military secret. Its people are irritated and resentful of being forced 
to do things whether they want to or not. When they complain about some ad- 
ministrative ruling or bureaucratic regulation they are told “it is none of their 
business,” that they have nothing to say about the way the town is run. Now 
they are presented with a disposal bill which says, in effect, “You have 30 days to 
make up your mind whether to buy the house you are living in at the price the 
Government sets. If you don’t want to buy it, you will have to get out and find 
another place to live, or quit your job and leave Oak Ridge entirely.” They 
know there is no possibility of hundreds or thousands of families finding other 
housing simultaneously in the area, so again they feel that someone is forcing 
them at gun’s point to do something they may not want to do. We think the 
disposal bill should be so written as to give people an opportunity to buy a home 
if they want to under terms and conditions they can meet. We do not think it 
should force them to buy a house they do not want or can’t afford simply because 
of the fear that if they do not they will have no roof over their heads and pos- 
sibly no job. 

Third, Oak Ridge needs to have a feeling of self-respect. People here are tired 
of being accused of wanting something for nothing, of being irresponsible weak- 
lings who are perfectly satisfied to get Government handouts. They are con- 
stantly hearing that they do not pay for the services they get. They are told 
that they pay no taxes. We think it is time that these accusations are recog- 
nized for the fallacies they are. People in Oak Ridge pay rents to the Govern- 
ment out of which the municipal services are financed. In what other town is 
the residential property expected to carry the whole cost of schools, hospitals, 
fire and police protection, and general local governmental expenses? It would 
do a great deal for Oak Ridge’s morale if this Congress, in whatever disposal 
bill you adopt, made it clear that the Government recognizes its responsibility to 
the citizens of Oak Ridge to share equitably in the costs of running the city. ‘The 
payments in lieu of taxes which have to be made if this town is to have a sound 
financial structure are not a handout, not a subsidy. They should not be so con- 
sidered by the people of Oak Ridge, by the Congress, or by the Atomic Energy 
Commission. Once this is recognized, Oak Ridge can proceed to take over the 
responsibilities of self-government with hope and confidence for the future. 

Fourth, we think that any bill you pass should give the people of Oak Ridge 
time to incorporate, elect a local government, pass the usual planning and zoning 
regulations, and prepare to solve he many problems disposal will create. You 
may have been told that the residents here don’t want to incorporate, that some 
time ago they defeated an incorporation proposal by referendum. It is true that 
such a proposal was defeated. The majority voted against incorporation because 
they did not feel they could take over the responsibility of financing their own 
schools and other municipal services without Federal participation, and they 
had no assurance that the Government would continue to carry a fair share of 
the town’s expenditures. There was, furthermore, inadequate explanation of the 
implications of incorporation and many residents were afraid of it because they 
didn’t understand it. We are sure that if an adequate tax base were assured the 
town, the majority of the people would be in favor of incorporation. 

We feel that it is important that the city of Oak Ridge have proper zoning and 
planning controls in effect before vacant land is made available for develop- 
ment outside the presently built-up area. This need not delay building on vacant 
property within the area already served with public utilities, but would prevent 
planless and wasteful extension of the town and the necessity, later on, of expen- 
sive street, water, sewer, and other installations which could have been avoided 
had a city plan been in effect. 

Fifth, we feel that any disposal bill should protect the people of Oak Ridge, 
particularly the lower income groups, in the transition from public to private 
ownership of the houses or apartments they occupy. There is no normal housing 
market in or near Oak Ridge, and the prices at which houses are appraised should 
not reflect the built-in inflation caused by the lack of a supply of permanent, good 
quality housing in the community. We believe that the appraisers should be in- 
structed to value the houses at what they would bring in a normal community 
the size of Oak Ridge where there was an adequate supply of housing and where 
people could have a free choice of ordinary, standard permanent housing. We 
think they should, in addition, get credit for the rent they have been paying to the 
Government, sometimes for 10 or more years. We think that there is no reason 
to set up the sales in such a way as to make it necessary for each family to raise 
two or three hundred dollars for broker’s fees, service charges, and other “clos- 
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ing costs.” We see no reason why families cannot buy their homes direct fron 
the Government, with no downpayments, and without going through the costly 
procedure of securing a bank loan, a mortgage, etc. We also feel that if a family 
does not or cannot buy a house, it should have the right to continue to occupy its 
present quarters, at the same rent and under the same conditions, until an ade- 
quate supply of housing is available in the community to give the family a reason- 
able choice of accommodations at a price it can afford. The present bill pro- 
vides that families not exercising their priorities shall be given a 1-year lease, at 
the end of which time they presumably will have to move out or pay whatever 
rent the new owner might demand. The upheaval that would inevitably result 
at the end of the year would not in our opinion be conducive to maintaining 
stability and peace in the community. 

Finally, we feel that the disposal bill should be flexible. In our many discus- 
sions with other groups here in Oak Ridge, it has seemed that the current bill 
would not give Oak Ridge the freedom and self-determination the people here 
want. Because the bill goes into minute detail on matters which could just as 
well be solved by negotiation and administrative regulation, it has become so 
cumbersome as to be, in our opinion, unworkable. There seems to be a good deal 
of sentiment for a shorter, simplier, more flexible bill—one that sets out certain 
basic principles and leaves the rest to be worked out as time goes on. Such a bill 
might merely authorize the AEC to dispose of the property suitable for private 
use on a priority system at fixed prices, and establish a basis for continuing pay- 
ments by the AEC in lieu of taxes, of an equitable share of the town’s operating 
expenses. The exact formula for such payments might be worked out by a com- 
mittee of tax experts, named by the AEC, the Congress, and the people of Oak 
Ridge. 

Our local union has had a study made of what we think is the basic problem 
in disposal—the question of payments in lieu of taxes. We would like to give 
your committee a copy of our findings for your use and consideration. 


STATEMENT OF LEO GOODMAN, SECRETARY OF THE CIO NATIONAL COMMITTEE ON 
Power, ATOMIC ENERGY, AND RESOURCES DEVELOPMENT ON AMENDMENTS TO 
Atomic Enercy Community Act oF 1955 


I am submitting below a supplemental statement to my testimony of June 11, 
1956, on the proposed amendments to the Atomic Energy Community Act of 1955. 

The working people of Oak Ridge, speaking through affiliated union organiza- 
tions, have from the first supported the idea of disposal. We have wanted self- 
government, the right to build and own our own homes, and the transformation 
of Oak Ridge, as soon as possible, into a normal American community. 

We have joined with many other groups and organizations in the community 
in working toward these objectives. In 1954 we opposed the AEC sponsored 
H. R. 8861 because we felt that it would not achieve them. In 1955 we proposed 
a formula for the settlement of the key question involved in the bill, the rela- 
tion of the city’s tax base after disposal to the question of Federal payments 
in lieu of taxes. We made a number of other specific recommendations and 
proposals. 

In the 1955 hearings on H. R. 5845, we made a number of basic criticisms 
which were concurred in by almost every organization testifying at that hearing. 
We again made a number of specific suggestions and recommended a tax rate 
which, incidentally, was almost identical with that subsequently adopted by the 
Commission. As a result of all these efforts an entirely new bill was written 
by your committee and was enacted into law—a bill which, though not perfect, 
embodied the great majority of our recommendations and provides the basis for a 
successful disposal program. 

Today, approximately 1 year later, virtually no significant progress has been 
made in the property sales aspect of disposal and even less in the preparation 
of the community to take over the responsibilities of self-government. The only 
tangible evidence we have that a disposal bill was passed at all, is the fact that 
our houses have been appraised. We are told, however, that the sales proce- 
dure has not yet been determined and that there are many problems which need 
to be solved before disposal can go ahead. 

If this is true, we feel that every effort should be made, while you are con- 
sidering amendments to the act, to make whatever legislative changes or addi- 
tions are needed to speed up the disposal process. We understand that the 
Housing and Home Finance Agency, to which the Atomic Energy Commission 
has delegated the responsibility for administering the sales of the property to be 
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disposed of, has given a great deal of thought to these problems and has made 
certain reports and recommendations to your committee. 

1. The Housing and Home Finance Agency has, in one way or another, been 
responsible for the disposal of nearly a million units of various kinds of housing 
built under the Lanham Act, the defense emergency law (Public Law 139) and 
other special programs for veterans, war workers, etc. Over 1,800 projects 
have been disposed of, many of them under Public Law 475, the Housing Act 
of 1950. This extensive experience with the problem should certainly qualify 
this Agency to make recommendations to your committee on the most effective 
techniques and procedures to be followed in a disposal program. 

We feel very strongly that the residents of Oak Ridge, who are most directly 
concerned, should have the benefit of access to this Agency’s testimony in or- 
der that they can secure guidance in their thinking and assistance in formulat- 
ing the best possible recommendations to your committee. 

2. We feel, secondly, that Oak Ridge should be given immediate assistance 
in the planning of its future as a self-governing community and in preparing 
itself to assume the responsibilities that go with running its own schools, utili- 
ties, and other urban services. Here again we feel that the Housing and Home 
Finance Agency, which carries on within its multiple constituent agencies so 
many varied programs of city planning and community development, is in a 
unique position to take on the additional responsibility of helping Oak Ridge 
successfully make the transition to a fully self-governing community. We would 
strongly recommend that the Atomic Energy Commission be directed by legisla- 
tion to delegate this responsibility to the Housing and Home Finance Agency 
just as they have delegated administration of the sale of the property involved 
in the disposal program. 

We have a number of other recommendations to make which we feel are needed 
to implement the 1955 act and to correct certain administrative abuses which we 
feel are not in accordance with the intent of Congress in passing this law. Al- 
though it may be stated that some of these could be handled administratively 
rather than legislatively, we feel that the whole history of the AEC’s adminis- 
trative practices in community affairs in Oak Ridge is such that specific legisla- 
tive directives are the only way in which the people of Oak Ridge can hope to 
get cooperative and humane consideration of their problems. 

3. Public Law 221 provides that if private financing on reasonable terms is not 
available, the Atomic Energy Commission may provide direct Government fi- 
nancing of the residential property. It provides in effect that the terms pro- 
vided—downpaymentts, years until,maturity, and interest rate—shall be no more 
favorable than those enjoyed under FHA regulations for privately financed prop- 
erties of similar character. 

We testified at the 1955 hearings and again wish to reiterate, that we feel that 
the terms of sale of the Oak Ridge housing should be governed by the provisions 
of section 607 of Public Law 475 which governed housing disposal in Lanham 
Act projects and under which practically all comparable war housing disposal 
was carried out. Under this law many thousands of families who, as did the 
workers of Oak Ridge, came to work in wartime industries, were privileged to 
buy their homes without downpayments, on a 45-year basis, and with an interest 
rate of 3 percent. 

We feel that the Oak Ridge disposal program is closely parallel to the Lanham 
projects and that the act should be amended to permit financing by the Govern- 
ment on similar terms. Recognizing the fact that the cost of money to the Govern- 
ment has risen since 1950, we would not object to an interest rate higher than 
3 percent nor would we object to an amortization period of 25 years, but we feel 
that the no-downpayment provision is of the greatest importance and strongly 
urge amendment of the act to that effect. 

We also feel that there is no reason why families buying their homes directly 
from the Government should have to go through the costly procedures of paying 
closing costs, brokerage fees, title searches, service charges, mortgage fees, and 
the like, which can easily add up to several hundred dollars. We would there- 
fore suggest an amendment specifically directing that only such fees be charged 
as represent a direct administrative cost to the Commission in effecting the sale. 

4. Our union recommended in 1954 and again at the hearings in 1955 that “the 
bill should exempt from the disposal program any dwelling units which are not 
structurally sound or do not justify a mortgage of at least 15 years. All such 
dwellings should be transferred without cost to the municipality, which shall 
maintain and lease such units at rents not in excess of present rentals until suffi- 
cient permanent housing is available in the community and they can be demol- 
ished. * * * The city should have authority to resubdivide the land once the 
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substandard structures are removed so as to insure lot sizes meeting the standards 
to be established by the city zoning and building regulations.” 

The 1955 act provided that in disposal of property ‘the Commission shall 
offer * * * all real property * * * other than * * * structures which in the opin- 
ion of the Commission should be removed from the community because of their 
unsatisfactory type of construction, condition or location * * *.” We are in 
agreement with this provision, but feel that in administering it, the Commission 
has followed procedures which are arbitrary and unjust and have created a great 
deal of resentment and opposition in the community, to the point where there are 
now a considerable number of families demanding the right to buy even the 
substandard structures. 

What has happened is that many hundreds of families have been told that the 
homes they are occupying are substandard, will not be offered for sale, and are 
to be torn down or removed. These families have had to seek housing elsewhere. 
They have not been allowed to move into other housing in the town they could 
afford as the elaborate and arbitrary stratification of housing eligibility by job 
classifications makes them ineligible. They cannot afford to live in the “garden 
apartments,” whose excessively high rentals have resulted in hundreds of vacan- 
cies many of which have lasted for many months and some even years. 

These families therefore have had to move out of town, often to undesirable 
quarters 30, 40 or 50 miles away. They have, moreover, in doing so lost their 
priority rights in the disposal program. 

About 500 families still remain in the unrehabilitated “flat-tops” which are 
classed as “substandard.” In the interests of these families, and others who 
may live in other substandard housing, we recommend amendments to the act 
which will provide as follows: 

(a) Families who move out of such housing shall retain their priority rights 
they would have had, had they remained. This should be made retroactive to 
some reasonable date—such as April 1, 1954. 

(b) No family shall be evicted from a substandard structure unless adequate 
alternative housing is available at a price or rent the family can afford at no 
more than 25 percent of total family income. ; 

(c) If a substandard house is structurally sound and can be rehabilitated, and 
if its lot is in accordance with sound standards of zoning, the occupant shall be 
permitted to purchase it on condition that it be rehabilitated to meet certain spe- 
cific conditions within a set period of time. Failure to bring it up to standards 
within that period shall void the sale. 

(d) If the structure is classified as substandard cannot be economically re- 
habilitated, the occupant shall have priority to purchase the lot, if it meets the 
zoning standards, or an equivalent or replatted lot, upon which to erect his own 
home. In either case, the sale shall be on condition that the substandard house 
shall be removed within a specified period of years—3 or 5 at the most. The 
existing substandard house shall remain the property of the Government, shall 
be rented to the present occupant at a nominal rent, and shall be removed at 
Government expense, when vacated or at the expiration of the 3 or 5 years. Al- 
ternatively, the Government could sell the house and lot to the occupant on the 
above conditions, with the owner paying the Government the price of the lot 
plus salvage value of the structure. 

We feel that an amendment designed to permit this type of approach to the 
problem of substandard housing would solve the problem and would protect 
both the present occupants and the future community. We are particularly op- 
posed to any action which would permit substandard housing to fall into the 
hands of absentee owners who would rent it out for profit, as we feel that this 
would in all likelihood result in permanent slums in the community. 

5. Families living in other than single- and two-family structures have no prior- 
ity to purchase the homes they live in. Mutual or cooperative ownership has 
proved itself as an economical and efficient type of home ownership, and in other 
war housing disposal programs many thousands of families have had and have 
ae the privilege of forming nonprofit cooperatives for the purchase of their 

ousing. 

We are therefore recommending an amendment to the act which would grant 
to residents of apartment and other multiple structures the right, on a priority 
basis, to purchase their units through a nonprofit cooperative. Financing of the 
sale should be on the same terms and conditiohs as that available to families 
living in single family or duplex structures. A reasonable period of time should 
be permitted for the organization of such a cooperative—6 months, for example, 
at the end of which period an extension should be given if a bona fide group is in 
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process of formation. The cooperative should be permitted to purchase the build- 
ing or buildings when 70 percent of the present tenants have subscribed, except 
that in any case when a tenant declines to exercise his priority, a family holding 
a lower priority may be substituted. 

6. We feel that the provisions on the proposed amendments to the act, amend- 
ing section 62 to permit Commission financing of repairs, rehabilitation, modern- 
ization, rebuilding or enlargement, are excellent, and we support them as they 
appear in the May 9 print of S. 3822. We feel that the open-end feature by which 
additional loans for such purposes can be made even after the original mortgage 
is written and can be combined with the original indebtedness, are desirable and 
should be retained in the amendment. 

7. We feel that the act should be amended to specify an appeals procedure 
for persons who feel that their appraisals are incorrect or unfair. We feel that 
some kind of a board of appeals should be set up, with representation from not 
only the Housing and Home Finance Agency, but also the residents of Oak Ridge. 
Possibly each might have 1 representative, the 2 of which might jointly select 
a third. 

8 We feel that the junior occupant of a duplex house, who has no priority 
rights whatsoever to buy his unit if the senior occupant chooses to buy it, should 
be given an additional year to find another place to live, over and above the time 
given to families who have a priority to purchase their home but choose not to 
exercise it. We recommend that the act be amended to that effect. 

We feel that the above amendments, if adopted, would do much to make the 
act more workable and speed up the disposal program. We are confident that 
your committee, as in the past, will be sympathetic to the needs and problems of 
the people of Oak Ridge and will enact legislation which will be fair and equitable. 
We feel that Oak Ridge can and should be a model town and, with your continued 
interest and consideration, we are confident that we will succeed in making it the 
kind of community which, as an important atomic-energy center, it should be. 


Representative Dempsey. I am sure the committee does not wish to 
see any substandard homes sold to people. We don’t want a slum sec- 
tion. We want an ideal city. There is private land down there, I 


[ as- 


understand, available to be purchased to build private homes. 


sume that they will be in the proper condition. 

The value of the house would reflect that. 

Mr. GoopMan. My analysis, Mr. Chairman, shows that approxi- 
mately 30 percent would not be permitted to operate under the prior- 
ity provisions of the act under the present circumstances. That is 
quite a substantial number. But before I close, I would like to call 
this committee’s attention to one other aspect. That is the opportunity 
that _is so urgently needed there for local self-government. 

AEC has not moved that program, though the act is almost 1 year 
old. I would call the attention of the committee to a report which has 
just been submitted to the President and the Congress by the Attorney 
General on the jurisdiction of Federal areas within the States. AEC 
is shown by this report of the Attorney General to administer some 
36 communities, of which Oak Ridge has the largest population, in- 
cluding 30 industrial communities, and 1 administrative community, 
with a total area of 1,605,000 acres. This isa very substantial control 
of local government by a Federal agency which has not moved forward 
as was intended under Public Law 221. 

[ would believe, Mr. Chairman, that this committee ought to urge 
AEC, and if they fail to respond to the urging, again amend the act 
so as to require them to comply with the congressional intention re- 


carding the securing of self-government to the good people of Oak 
Ridge just as soon as possible. 


Senator Gore. Th: ink you, Mr. Goodman. 
Does anyone else wish to testify before the hearing is closed ? 
SO585 S56. 3 
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Mr. Brown. Senator Gore, as we stated in the beginning, we do not 
have prepared testimony. We would like to be granted that privilege 
to mail it back immediately. 

Senator Gore. Without objection, and I am the only one to object 
and I will not, you shall have that privilege. Without objection, Mr. 
Ballard may file a statement with the subcommittee. ‘ 

(The statement referred to follows :) 


Frerz, Hayes & BALLARD, 
Oak Ridge, Tenn., June 12, 1956. 
Mr. GreorceE Norris, 
Joint Committee on Atomic Energy, 
Capitol Building, Washington, D. C. 

Dear Mr. Norris: We wish to present the following data and observations in 
connection with your committee’s consideration of Public Law 221, passed by 
the last session of Congress: 

1. FHA in appraising houses in Oak Ridge have considered all factors con- 
cerning Oak Ridge and have arrived at a fair value. This organization is the 
most qualified to establish fair value due to their experience with millions of 
cases since World War II. Their established values have made allowance for 
all conditions particular to Oak Ridge and further concessions would be a matter 
of depriving the Government of a just return and favoring special groups. 

2. If houses are sold for less than their appraisal, Congress will be unduly 
favoring a particular group that enjoys an above-average income, both nationally 
and in the State of Tennessee, as well as most favorable living conditions. 

3. Two agencies of the Government have recognized fair interest rates of 
4% to 5% percent. If a 3 percent interest rate is established in Oak Ridge, 
these agencies will be in a position of losing all support of Congress. 

4. Veterans of World War II and Korea are asked to pay 4% percent (as a 
reasonable rate) on VA-guaranteed loans. Why should Oak Ridgers, with their 
above average income, receive more consideration than the veteran? 

5. Proposals to permit the Government to finance purchases of houses in Oak 
Ridge, even though private financing is available will mean: 

(a) The purpose of the act as passed by Congress is nullified as the Govern- 
ment is continued in business and not out of same. 

(b) The most Socialist condition to ever exist will be perpetuated. 

(c) Private endeavor (based on their proposal that is recognized as fair and 
equitable by the Government itself) will be told to stay out of Oak Ridge. 

6. The Congress and the Bureau of the Budget 3 years ago asked the Atomic 
Energy Commission to no longer erect housing in Oak Ridge and to allow pri- 
vate groups to do so. Accordingly, 900 units were erected in Oak Ridge through 
private channels and that is all the Commission has requested. These private 
sources are paying 44 to 5 percent for their funds, which is recognized by 
the Government (H and HFA, FHA and VA) as being fair. How can the 
Government say, in effect, that private interests must pay 414 to 5 percent, but 
the Government itself can give away their property in the same community 
at 3 percent? 

7. Oak Ridgers are not unhappy about prices, terms, and interest rates as es- 
tablished. Special-interest groups are trying to make it appear otherwise. 
Offers are being made to purchase property considerably above appraised prices 
by Oak Ridge residents—so how can the purchaser be suffering? The minute 
he buys he has established an equity. 

8. Oak Ridge houses are good houses. Any deficiencies have been adjusted by 
FHA in their appraisals. 

We earnestly hope you will consider the above before amending the act Con- 
gress passed and which is considered by Oak Ridgers as fair and equitable. 
Do not keep the Government in business as the purpose of the act is otherwise. 
Further, it is not necessary that they continue in real-estate and mortgage-loan 
activities as private funds at recognized reasonable rates are available. 


Very truly yours, 
Emmett S. BALLARD. 


Senator Gorr. If there is nothing else, the committee will stand 


adjourned. ' 
(Thereupon at 12:12 p. m., Monday, June 11, 1956, the hearing was 


adjourned. ) 
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TUESDAY, JUNE 19, 1956 


ConGress oF THE Unirep States, 
SUBCOMMITTEE ON COMMUNITIES, 
Jornt ComMirree on ATomMiIc Enerey, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to call, in room P-38, 
the Capitol, Representative John J. Dempsey (chairman of the sub- 
committee) presiding. 

Present: Senators Jackson and Gore; Representatives Dempsey, 
Van Zandt, and Cole. 

Also present: Senator Magnuson and Representatives Holmes and 
Magnuson. 

Representative Dempsey. Gentlemen, the meeting will come to 
order. 

This meeting is a subcommittee of the Atomic Energy Committee. 
Senator Jackson will open the meeting by telling the chairman what 
it is all about. 

Senator Jackson. Mr. Chairman, I suspect that the chairman has 
a rough idea as to the purpose of this meeting. The people of Rich- 
land have taken exception to the appraisals made by FHA under the 
Community Disposal Act. The citizens of Richland have sent back 
a delegation to tell the committee their side of this story and to give 
their views. 

I believe you will find that the list of witnesses that you will be 
calling shortly is made up of a pretty good cross section of the people 
of Richland. I do know that from my own personal knowledge, 
based on the letters and not to leave out the many, many long-distance 
telephone calls, there is universal agreement in the Richland com- 
munity that the appraisals made by FHA do not meet what they feel 
to be a fair and just price tag. 

I say that the feeling is universal because it is borne out by the 
communications that I have received and the people with whom I 
have talked. 

The witnesses will explain their position in detail as they are called. 
Congressman Holmes, Congressman Magnuson, and Senator Magnu- 
son, I believe, would like to make opening statements or some com- 
ments with reference to these hearings. 

Congressman Holmes is the Congressman from the district, and I 


think it would be appropriate if the Chair would call on him at this 
time. 


Representative Dempsey. Congressman Holmes? 


31 
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STATEMENT OF HON. HAL HOLMES, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Representative Hotmes. Mr. Chairman and members of the com- 
mittee, starting in on May 14, many, many complaints began. coming 
into the office concerning the appraisals of FHA in Richland. 

I am very glad that the committee has called this hearing, because 
it is before the committees of Congress, and Congress in its legisla- 
tive authority, that people have the right to come to make their in- 
terests and their problems known. 

There is unrest in Richland based upon a concept of job security, 
based upon a concept of dislocation of personnel, and based upon a 
concept of wanting to buy their properties, proceed with the ordinary 
routine of living, and continue on their life there in Richland. 

In going over the innumerable comments that came in through the 
mail, there seemingly is a very great disagreement in the categories 
of the A and B houses, and the E and H houses. In those A and B 
houses we have a problem of the duplex dwelling, which makes it very, 
very complicated. 

I am hopeful that out of this hearing here in this committee room 
something constructive may come to help solve this very complex and 
difficult problem. I have continually made known to responsible par- 
ties, including FHA and HHEFA the feeling of the people. 

Recently a disposal committee was formed in the city of Richland 
that formulated a program which they want to present today and 
the reasons why they want to present it. I did not receive a copy of 
that program, but got a copy from the committee counsel. I immedi- 
ately brought that information to the attention of FHA and with the 
committee vitally interested in this program, I think that it behooves 
not only the committee, but FHA to see if we cannot explore everv 
avenue of approach that is open to try to effect a solution of this 
problem and get the disposal program back on the track, and I am 
hopeful that from this meeting possibilities of that will be forth- 
coming. 

Representative Dempsry. Thank you very much, Congressman. 

Senator, we would like to hear from you. 


STATEMENT OF HON. WARREN G. MAGNUSON, A UNITED STATES 
SENATOR FROM THE STATE OF WASHINGTON 


Senator Macnuson. Congressman, I have a very short statement 
here that I would like to place in the record which involves this prob- 
lem. I want to say at the outset that I did not hear all of Congrese- 
man Holmes’ testimony, but I think we are all in agreement that this 
has been a problem that sort of not necessarily plagued us, but has 
been a real problem in that area for a long, long time, and what 1 
wanted to say very briefly—I know witnesses will cover some of these 
matters in detail—is that this committee and the Congress passed 
legislation which, in my opinion, did provide a broad framework for 
proper and equitable disposal of Government property in Richland. 

The basic act, of course, may need amendment, but by and large, 
it seemed to me a fairly sound piece of legislation. Properly admin- 
istered, it could have done the job with fairness both to the Federal 
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Government and the thousands of individuals living on the Hanford 
project. 

In my judgment, the appraisals made under the law by the FHA 
weré not equitable. These appraisals are 25 percent. higher, accord- 
ing to my best information, than the appraisals made in 1952 on the 
same properties. On the average, the appraisals are over 60 percent 
higher in terms of rent to sales price ratio than the appraisals were at 
Oak Ridge. 

Therefore, it seems to us that something is wrong, and for that rea- 
son the delegation here is appealing to this committee for some redress. 

I do not know, Mr. Chairman, what standards the FHA used in 
making these appraisals. I do know that they have brought the 
greatest storm of protest I have ever seen from many citizens who 
are affected in the area, and the people of Richland, of course, are 
fairminded about this whole matter because they know the values. 
They have lived there, many of them, for a long time. They recog- 
nize the problem confronted by the Government and they are willing 
to pay fair and reasonable prices for the properties involved, but they 
are not willing, of course, to be gouged, and none of us want to stand 
idly by and see that happen. 

I am sure the members of this committee do not, either. Many 
people in Richland were opposed to the disposal of these properties 
in the first place. All, however, finally accepted the inevitable and 
expected that the law enacted by the Congress would be administered 
fairly, and they of course had the right to expect that. 

Many of them do not want to buy their homes or their business 
establishments because Richland, of course, is now a one-industry 
town. Its future is too tightly tied up with congressional appropria- 
tions and to the military and peacetime uses of atomic energy. 

There is an element of uncertainty in the whole situation and anyone 
investing in houses or property, of course, must take this into consid- 
eration. I think the Congress recognized this in passing the disposal 
measure, but the FHA apparently has not recognized it at all in the 
setting of the prices. 

I would like to make these suggestions and recommendations to the 
committee. Some are alternative courses of action, but first it seems 
to me that this committee and the Congres can enact legislation lay- 
ing down ground rules by which these appraisals are to be made. 

This committee and Congress could set the standards FHA must 
follow in making the appraisals. Second, this committee and Congress 
could enact a measure establishing an independent panel of appraisers 
to review the work of the FHA. If that were done, I would suggest 
a panel of 5 experts, 2 to be appointed from the list suggested by the 
FHA, 2 to be appointed from a list suggested by the people of Rich- 
land, and the 4 thus appointed to select a fifth appraiser who would 
be chairman of the panel. 

If the committee decided to follow this course of action, the panel 
should, of course, be appointed as soon as possible, and in my judg- 
ment, the staff or members of this committee should work closely with 
them while the review is taking place. 

The third course of action might be to set up a board of appeals 
consisting of experts in the appraisal of property. I consider this 
alternative less satisfactory, however, because the tendency would be 
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for appeals to be made on an individual basis, whereas in my judgment, 
from my best information, the overall structure of prices set am the 
FHA is out of line. 

A further alternative might consist of some combination of the 
three previous. I emphasize again that in my judgment the problem 
of Richland is a legitimate complaint. FHA apparently hasn’t done 
a good job. Your committee passed a good law, but Congress, of 
course, cannot go out either as a committee or as a legislative body 
and appraise property. 

Our action in passing disposal legislation had to be, of necessity, of 
a general nature, but we had a right to expect the administrative 
agency to use diligence and rules of reason in reaching this conclusion. 
I know that this committee and the Congress generally want to have 
an equitable disposal program and we are not out to exact any pound 
of flesh from our citizens. 

The people of Richland, of course, are not looking for a handout, 
but merely a fair, equitable appraisal considering all of the problems 
involved and the very nature of the problem and the economic life 
of the community itself. 

Representative Dempsey. Senator, I am glad you are here this morn- 
ing, and I want you to know that at Oak Ridge, after a hearing there, 
the FHA made an appraisal, which was entirely satisfactory to the 
people there. The appraisal was predicated upon the original cost 
with due consideration for depreciation. 

At Richland, it looked to me like it was an inflated value not taking 
into account at all what it cost the Government to build the homes up 
there. 

Senator Magnuson. My best information was to the effect that—it 
may vary—they were way above percentagewise, and I might also sa 
here for the benefit of the committee that I don’t think—I know i 
wasn’t, maybe my colleague, Senator Jackson, was, because he might 
have been closer—any of us were appraised, to coin a phrase, of just 
what they were doing to arrive at these appraisals and all of a sudden 
they showed up. 

We announced what they were but, in making any reevaluation or 
taking a second look at them, they were way out of line. 

Representative Dempsey. We did have quite some room over in my 
office for reports coming in, but from the communications I have re- 
ceived from Richland, it is quite taken up now. 

Senator Magnuson. We appreciate your consideration. 

Representative Dempsry. Thank you very much. 

Congressman Magnuson, will you make a statement, please? 


STATEMENT OF HON. DON MAGNUSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Representative Macnuson. Yes. Mr. Chairman, I appreciate this 
opportunity to appear before the committee today to discuss this vitally 
important matter of arriving at just and equitable prices on the dis- 
posal of property at Richland, Wash. 

I know that the committee has put much hard study into this prob- 
lem, since it was spotlighted by the competely inequitable prices which 

ome Finance Agency. These 


were announced by the Housing and 
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appraisals were not worth the paper they were written on and it is 
quite proper that this committee has acted so promptly and resolutely 
in holding meetings on this subject at Richland and in calling this 
hearing today. 

Mr. Chairman, I have received, as you have, hundreds of letters 
bitterly protesting the HHFA appraisals. Persons from every job 
category at the Hanford works who were renting homes of every type 
in the community are united in their opposition to the prices announced 
by the HHFA. Engineers at the project were quite frank to say that 
their skills were in great demand in private industry and that they 
could quite easily find employment elsewhere if these discriminatory 
prices were not rescinded. 

Since these appraisals were released, Mr. Chairman, you and I had 
the opportunity to discuss them, and it was your suggestion that book 
value might be an alternative basis used. This seemed to be a valid 
approach under the circumstances. 

Subsequently, a local arbitration committee of representative Rich- 
land residents met to consider the situation and it is to the local com- 
mittee’s credit. I feel, that the members recognized that some of the 
prices might be set too low, if book value were followed. Therefore, 
the local committee drew up its recommended appraisals which re- 
ceived the concurrence of the Richland City Council and were for- 
warded to this committee on June 4. 

The arbitration committee’s prices have been well received by the 
community, and if the letters I have had on the subject are any indica- 
tion, there is nearly unanimous support in the community for this price 
schedule. 

Now, as to recommendations on this matter, frankly, I am not an 
expert on these disposal problems as are you gentlemen on the com- 
mittee. I have no formula to suggest. I urge, however, that in what- 
ever action is taken, the schedule of prices agreed on by the local arbi- 
tration committee and supported by the Richland City Council should 
be given every consideration. 

The people of Richland feel that these prices are just and equitable 
and that they will lead to the orderly disposal of the property, the goal 
of everyone concerned. On commercial property, I feel that the com- 
mittee should give consideration to the proposals of the Richland 
leaseholders. ‘This organization has given thoughtful study to the 
problem for a long period of time and concludes that an average 
price based on the sales of commercial property in the adjoining cities 
of Pasco and Kennewick would be fair and equitable for the Richland 
property. 

Thank you, Mr. Chairman. 

Representative Dempsrty. Thank you very much. 

Senator, the mayor of Richland is here, but I don’t know just how 
you want to have the witnesses introduced. 

Senator Jackson. Before calling the witnesses from Richland, I 
would like to read a telegram into the record which I think is quite 
pertinent and very important. The committee is aware of the fact 
that the General Electric Co. operates the Hanford facilities. They 
act as the contractor for the Atomic Energy Commission. 

Yesterday I sent a wire to Mr. W. E. Johnson, general manager 
of the Hanford atomic products operation, General Electric Co., at 
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panei, i He is also a vice president, I believe, of the General Elec- 
tric Co. 

In that wire I requested a statement from the General Electrie Co. 
on the effect of the morale of the employees at the Hanford operation 
as a result of the publication of appraisal values of residential prop- 
erties. In addition, 1 also asked Mr. Johnson for his estimate of the 
overall situation and any other information that might be helpful. 
I would like at this time to read this telegram into the record. 1 
believe the General Electric people are in a better position to know 
the effect of these appraisal prices as published than probably anyone 
else, because they are dealing with this problem every day. 

This is addressed to Mr. Dempsey, as chairman of the Subcommit- 
tee on Disposal, Joint Committee on Atomic Energy. 


Senator Henry M. Jackson has requested a statement from the General Elec- 
tric Co. on the effect on the morale of our employees at the Hanford operation 
of the publication of appraisal values of residential properties in Richland. 
Senator Jackson has also requested our estimate of the overall situation and 
any other information that might be helpful. The following communication 
is addressed to these points : 

The General Electric Co. wishes to again emphasize the desirability of dis- 
posing of the residential and other properties to the present residents of Richland 
as provided in Public Law 221. As stated in our previous testimony, we believe 
that the long-range interest of the Government and the people would best be 
served by private ownership of all community property. 

It would appear that the purpose of Public Law 221 may not be fully achieved 
if, in fact, there is substantial resistance to the proposed selling prices. We 
say this in light of the stated objective of the law to sell the residential prop- 
erties with a minimum of dislocation. In the main, this requires sales to existing 
tenants which cannot be expected to occur if people honestly believe the prices to 
be too high. 

Unfortunately, the indications we have from employees are that sales resistance 
with respect to certain types of residential properties is real and likely to be 
of serious proportions. It appears that the greatest sales resistance occurs with 
respect to the duplex houses of wartime construction, which are occupied by 
1,856 families representing a substantial proportion of our work force. 

These indications have taken a form that could be expected under conditions 
of widespread unrest. Specifically, I have réceived personal letters on the sub- 
ject; employees talking to their supervisors have expressed concern; I have 
personally talked to some number of people in the plant and we have conducted 
informal surveys. 

This evidence indicated to us that the work force at the time the appraisals 
were published was, in fact, seriously disturbed by prices they considered to be 
much too high for certain types of properties. 

Following the publication of book values on properties, we again sampled 
the attitude of the work force and found at that point a considerable degree of 
relaxation which we believe was based on the assumption that lower prices would 
prevail. 

The principal reasons for the sales resistance appear to be: 

(1) Many people are presently occupying houses which are not of the type 
they would choose in a free market. The houses they occupy were probably 
the only type available to them at the time they moved here and in many cases 
they may not be entirely suitable for any one of many reasons. Some of these 
people are not interested in buying, regardless of price. There is probably an 
important segment of them, however, who would buy if the prices were suffi- 
ciently low. 

(2) The duplex houses do not appear to represent a popular mode of living in 
small western towns. 

(3) Some number of the occupants of duplex houses have no desire to become 
landlords and yet will be forced into that position if they buy. 

(4) Some people are not confident that the resale price will be such as to make 
the purchase a good investment for them. 

(5) There is a very strong feeling that the recent appraisals reflect serious 
inequities between the more modern single-family houses and the older wartime 
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houses. This was brought into sharp focus by the substantial difference in 
relative values between the latest appraisal and the appraisal of 1952. 

The 1952 appraisal was made public in Richland as part of a market survey 
conducted by the Bureau of the Census for the purpose of determining the market- 
ability of these properties at the then appraised values. We believe that the 
1952 appraisal values have been used by the residents as a yardstick in evaluating 
the 1956 appraisals; as examples of the differences in the relative values between 
the two appraisals, in 1952 the basic value of a B-duplex house was 69 percent 
of the basic value of an R house. 


Mr. Chairman, some of these we may have to check the figures on 
later. 


The corresponding ratio in the 1956 appraisal is 98 percent, or an increase of 
11 percent in the relative appraisal value of the older duplex house. 

Similarly, the relative appraisal value of an A-house, compared to an R-house, 
inereased in the 1956 appraisal by 24 percent, and an F-house shows an increase 
compared to an R-house of 44 percent. 

The sales resistance will, in our opinion, have the following two effects that 
enn be recognized as factors in the morale situation: 

(1) Oceupants of houses who purchased them believing that the prices they 
are required to pay are, in fact, too high, will feel resentment. This has nothing 
to do with the true market value as it may later be developed, but has to do with 
what they believe to be the present price situation. 

(2) Those people who would buy at lower prices, but who feel that the pro- 
posed prices are too high and who must, in consequence, move rather than buy, 
would be resentful of being forced to move, and would be a source of unrest 
until they are resettled in houses of their choice. 

Our general conclusion in this matter is that there does not exist substantial 
sales resistance with respect to certain types of properties, and it can be antici- 
pated that a condition of unrest will persist in some degree until normal market 
conditions are established. 

In the long range, we believe there is a substantial risk of generating recurring 
unrest in the work force if it is subsequently proved by resale under normal mar- 
ket conditions that the proposed sale prices are not, in fact, fair and equitable. 

This is our evaluation of the existing situation. We hope that our views will 
be of assistance te your subcommittee in considering this matter. 


This telegram was signed by W. E. Johnson, general manager, Han- 
ford Atomic Products Operation, General Electric Co., Richland, 
Wash. 

Mr. Chairman, in this connection, I do think it is pertinent to call 
attention to section 12 and section 13 of chapter I of Public Law 221. 
The section 12 pertinent part is as follows: 

The Congress of the United States hereby makes the following findings con- 
cerning the communities owned by the Atomic Energy Commission: 


(a) The continued morale of project-connected persons is essential to the 
common defense and security of the United States. 


SECTION 15 

Purpose.—It is the purpose of this act to effectuate policy set forth above by 
providing for: 

(a) The maintenance of conditions which will not impede the recruitment 
and retention of personnel essential to the atomic energy program. 

I believe those two sections are quite pertinent at this point in the 
record in view of the telegram from the vice president of General 
Electric Co. in which he has made it very clear that the morale, as 
referred to in the law, is in very, very poor shape as a result of these 
announced appraisals. 

This, of course, is one of the specific purposes of the law—to main- 
tain in any disposal legislation a price tag that will work for a better 
morale in the work force—and that certainly was our intention. 
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The first witness this morning is Harold O. Monson, chairman of 
the Richland delegation. Mr. Harold Monson, Mr. Chairman, is the 
chairman of the Richland delegation that will be presenting the testi- 
mony here today. 

He is formerly the mayor of Richland and was back here last year 
in connection with the disposal legislation. 

Representative Dempsey. I know the gentleman. Mr. Monson, are 
you going to introduce the other witnesses ? 

Mr. Monson. As you wish. 


Representative Dempsry. I think that would be very much better. 


STATEMENT OF HAROLD 0. MONSON, CHAIRMAN, RICHLAND 
DELEGATION 


Mr. Monson. Chairman Dempsey, members of the subcommittee, 
representatives of Government agencies, I am Harold O. Monson, 
chairman of the Richland delegation, former mayor of Richland and 
chairman of the joint delegation from Oak Ridge and Richland who 
appeared here in Washington last year to resolve the differences be- 
tween the two communities prior to the passage of Public Law 221. 

We in Richland have requested this hearing today to ask for your 
help in securing a fair and equitable valuation of Richland property. 
We are a delegation of 14 citizens who have been sent here by public 
subscription to seek a solution to this problem. 

For the record, I would like to identify the Richland delegation. 
From the Richland City Council, we have Mayor R. W. McKee; Pat 
Merrill, chairman of the disposal committee; Fred Clagett, John 
Biggerstaff, Fred Enslow, Jim Minor, and myself as councilmen. 

From the chamber of commerce we have W. W. Parker and Ben 
Phillip. From the Federal Leaseholders, Inc., we have Virgil Me- 
Vickers and Paul Lewis. We have two individual residents, John T. 
Day and Mike McCormack. 

lso appearing here today for the Hanford Metal Trade Council 
from Richland will be Dave Williams. 

I am not going to review the legislative history of the disposal bill. 
The record speaks for itself. I believe the Congress, in Public Law 
221, provided an excellent means to effect disposal of Government 
properties in Richland, Wash., and Oak Ridge, Tenn. 

I believe that if the intent of Congress, as set forth in the declara- 
tion of policy in Public Law 221, had been adhered to this dele- 
gation, and consequently, this meeting, would not have been neces- 
sary today. I would like to read this declaration of policy. This is 
section 11, Senator, just previous to the ones that you read. 

It is hereby declared to be the policy of the United States of America that Gov- 
ernment ownership and management of the communities owned by the Atomic 
Energy Commission shall be terminated in an expeditious manner, which is 
consistent with and will not impede the accomplishment of the purposes and 
programs established by the Atomic Energy Act of 1954. 

To that end, it is desired that each community— 

(a) Facilitate the establishment of local self-government ; 
(b) Provide for the orderly transfer to local entities of municipal func- 
tions, municipal installations and utilities ; and— 


and this is pertinent— 


(c) Provide for the orderly sale to private purchasers of property within 
those communities with a minimum of dislocation. 
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Insistence on the purchase of property at the present announced 
appraisal prices would not be in conformity with this clear expression 
of Government policy. 

The question of a fair price has always been an element which has 
been publicly acknowledged as being a necessity for an orderly dis- 
posal program. Congressman Cole, in his closing statement at the 
1954 hearing in Richland, emphasized this point by saying, in sub- 
stance: 

The question of feasibility of the disposal is predicated on the acceptability 
of the house price to the individual buyer. 

The residents of Richland were expecting a fair price. No one in 
Richland expects or wants a gift from the Government, and it cer- 
tainly is not the intent of this delegation here today to encourage a 
situation where anyone can profit by speculation. 

All that we are asking for is a fair value on residential and com- 
mercial properties. During the course of the recent FHA appraisal, 
several public statements were made by FHA officials indicating that 
residents could expect to pay fair prices for their homes. 

You can well imagine the concern and consternation of the public 
in Richland when the appraisal prices were announced. The delega- 
tion from Richland is here today to give you our story. 

Our first witness will be Mike McCormack, who will talk on the 
morale and attitudes of the Richland people. 

Representative Dempsey. Mr. McCormack, we are glad to have you. 


STATEMENT OF MIKE McCORMACK, RICHLAND DELEGATE, 
RESIDENTIAL PROPERTIES 


Mr. McCormack. Thank you, Chairman Dempsey. 

Gentlemen, my name is Mike McCormack. I am employed by the 
General Electric Co. as a chemist at Hanford. I have been a Rich- 
land resident since 1950. I want to express my appreciation to the 
committee for this opportunity to appear and to testify at these 
hearings. 

i want to particularly thank you, Congressman Dempsey, for the 
gesture that has been so important to us that came from you in the 
suggestion that we pay book values as the price. The boost it gave 
us was terrific. 

In the strictest sense, I am not an official representative of any rec- 
ognized group. I appear before you only as a private citizen. How- 
ever, my presence here today has been made possible by the contri- 
butions of Richland citizens. The $450 which they volunteered to 
finance my expenses came from more than 500 persons, no one of 
which contributed more than $10. This is my only Balige of authority. 

Nevertheless, I feel in my mind that I speak in behalf of all Rich- 
land citizens and my testimony today is presented as an integral part 
of the official city council’s delegation and at the invitation of the 
chairman, Harold Monson. This demonstration of teamwork is a 
key factor in the substance of my testimony, as my subject is the atti- 
tudes and morale of the Richland people. 

To build a proper picture of the attitudes and morale of the Rich- 
land people, and to bring it into perspective for you, requires that 
we start in wartime Richland. 
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Here the keynote was to produce plutonium on a crash basis, almost 
at the complete disregard of the cost. Starting in the midst of bare 
desert, the Federal Government, through its agencies, performed the 
near miracle of building the Hanford plant and the city of Richland 
to house its employees. 

But more than this was necessary. To bring employees from all 
parts of the country to this isolated spot in the midst of nowhere 
required that numerous incentives be provided, and every attempt was 
made to produce acceptable residential areas quickly, to provide good 
maintenance and landlord facilities, and to administer the town in 
such a manner as to make it an attractive and pleasant place to live. 

Little thought was given, however, to making Richland a perma- 
nent city, and few of the people who came there to live really consid- 
ered themselves as being “settled” in a permanent home. ‘This atti- 
tude was nearly vindicated during 1946 when production was sharply 
curtailed at Hanford and numerous residences stood empty. 

With the advent of the cold war and the resultant emphasis on the 
expansion of Hanford, new homes were built which were more attrac- 
tive and were situated in pleasant neighborhoods which gave their 
occupants a greater feeling of permanence and stability. 

When discussion of sale of houses to their occupants was introduced 
to the city, it met with a varied reaction, depending upon many factors, 
the most important of which was probably the quality of the house 
which any given individual occupied and the nature of the neighbor- 
hood in which it was located. 

Many persons considered their houses to be acceptable and looked 
forward to buying them provided that they were reasonably priced. 
A larger majority, I believe, considered their houses to be unacceptable 
for permanent ownership under any condition, and in general ob- 
jected to buying them at any price. 

The Scurry Report, accompanied by the Wheeler appraisals, pre- 
sented in 1952 created a division in the attitude of the Richland citi- 
zens which was finally sharply defined in the spring of 1955 when, in 
a record turnout for a municipal election, the idea of disposal was 
rejected by a 3-to-1 majority. 

The fundamental cause for this reaction was, I am certain, based 
on the assumption that the Wheeler appraisals were too high. 

The passage of Public Law 221 was greeted with considerable en- 
thusiasm on the part of those citizens who wanted to buy their houses 
and/or those who were looking forward to disposal; and with resigna- 
tion by those who had opposed it. 

We all agreed with Senator Jackson at that time that the law was 
a workable law and would be quite satisfactory provided that (1) 
the AEC or other Government agencies administered disposal in the 
best interests of the people; and (2) that the prices would be such 
that a large majority of the Richland citizens would buy their houses 
willingly; that is, without upsetting morale. 

The arrival of FHA appraisers in the city stimulated a great deal 
of interest in buying the houses. Typical conversations at that time 
involved the various ways that individual citizens planned to improve 
their houses, such as building patios, garages, extra rooms, or ex- 
cavating basements. 
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A feeling of optimism and expectancy prevailed. Almost everyone, 
including even most of those who had opposed disposal, looked for- 
ward to buying their house and developing a degree of normalcy in 
the city. Almost everyone agreed that he would buy his house if the 
price were reasonable. 

The announcement of the FHA appraisal values for the individual 
houses was greeted with shock and amazed disbelief. Subsequent 
testimony today will deal with the actual discrepancies and inequi- 
ties of these appraisals and I shall not deal with any house price as 
such in this testimony. 

Suffice it to say that all Richland citizens found it incredible that, 
for example, wooden, frame two-story duplex houses, barnlike in ap- 
paren of wartime construction, of second-grade material, and built 
xy inexperienced workers; houses with deteriorating plumbing and 
sewage systems, failing on numerous counts to meet FHA specifica- 
tions, and located in areas where streets and sidewalks, if existent at 
all, were strips of macadam and gravel blending into each other, were 
appraised at only $2,000 less than brand new modern 3-bedroom ranch 
houses in a select development area nearby. 

While this case is extreme, it is, on the other hand, in no sense an 
exaggeration to say that 9 out of 10 leaseholders in wartime-built 
houses did not for a moment seriously consider buying their houses 
under the provisions of the bill and at these appraised prices. 

But this decision to not buy, although made quickly, was not made 
lightly, and has ominous implications, for Richland is located, as we 
have mentioned, in the midst of the desert, and while the nearby cities 
of Kennewick and Pasco and the surrounding development areas could 
handle several hundred of these families, it is utterly unrealistic to 
assume that there are adequate housing facilities in the area to accom- 
modate any more than a small fraction of those families which had 
committed themselves to not buy. 

Furthermore, any such mass exodus to the surrounding areas would 
overwhelm the existing building construction facilities and cause ex- 
treme local inflation of the real estate market and the market of build- 
ing construction materials. Even above and beyond that, there is seri- 
ous doubt that available land already developed or readily developable 
would be available for such a mass exodus. 

These people knew this, and the implication of their decision was 
and is clearly that they will leave their jobs and the Hanford project, 
if necessary, and move hundreds or thousands of miles to a new job and 
a new home, rather than buy their houses at the FHA prices, or rent 
them from someone who does. I need hardly mention that the rents 
would be, of necessity, fantastic. 

Representative Dempsey. I would like to ask you a question. Do 
the residents of the various homes there feel that they would lke 
to buy if the price was right? 

Mr. McCormack. Yes, sir. 

Representative Dempsey. The home is satisfactory to them as is? 

Mr. McCormack. This I would have to qualify, Representative 
Dempsey. It is entirely a function of price. There are a great many 
of us who perhaps in 5 years or so would like to buy or build a home of 
our own, a permanent home, and the home we are now living in is 
simply not of that quality, but we would be willing to buy it now if 
the price were not unreasonable. 
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Representative Demrsry. I assume that some are such that they 
could have additions added to them? 

Mr. McCormack. Yes, that is true. It is fair to say they are ac- 
ceptable at the proper price. 
apensenatns EMPSEY. So the price is the determining factor 
now ¢ 

Mr. McCormack. Exactly. 

Representative Demrsry. Thank you very much. 

Mr. Monson. May I just make one statement, Chairman Dempsey, 
in connection with this? 

There was a survey made in one part of Richland in connection with 
determining what the present occupant intended to do there in their 
home if they buy it, and about 90 percent of those that were contacted 
indicated they intended to make improvements if the price were right 
so that they could. 

Representative Dempsey. So they could be brought up to a stand- 
ard they desire with some improvement ? 

Mr. Monson. Yes. 

Senator Jackson. As I understand it, Mr. Chairman, practically all 
the homes need fixing up one way or the other; isn’t that correct ? 

Mr. McCormack. Certainly. 

Senator Jackson. Certainly a vast majority of them ? 

Mr. McCormack. Oh, definitely. 

Mr. Norris. Mr. Monson, isn’t it true that at a meeting that you 
and I attended together, we were told by those who knew the facts 
that within the past few months the hardware-store business, and 
such things as paints and do-it-yourself projects, had increased tre- 
mendously over prior times? 

Mr. Monson. That certainly is true, and I think this will be cov- 
ered in later testimony and, conversely, the slump in business since 
the announcement of the appraisal prices. 

Representative Dempsey. Proceed, Mr. McCormack. 

Mr. McCormack. Thank you. I should like to also mention that 
there is a contributing factor here involving the transformation of 
Richland from Government to private ownership. The potential 
hazards that accrue to such a situation are such to make some resi- 
dents hesitate to buy under any conditions and refuse even if the 
prices were good, the problem such as the insecurity of a one-industry 
town, the question of a satisfactory tax basis, the problem of potential 
develonment of some areas if houses are not priced so that there is in- 
terest in them. 

Senator Maanuson. Even though they may not want to improve 
the place or have some future plans, they have to consider the resale. 

Mr. McCormack. This is very definitely true. 

Senator Maanuson. They wouldn’t want to get stuck with some- 
thing no matter whether they wanted to fix it up or not. 

Mr. McCormack. Exactly. 

To proceed, Congressman Dempsey, the reaction to the appraisals 
was immediate. I am sure that you are quite aware of the deluge of 
telegrams that came to you and to the Congressmen from the Rich- 
land delegation from the State of Washington. 

Representative Dempsey. Mr. McCormack, I was not surprised at 
them, though. I expected a deluge of telegrams. 
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Senator Maenuson. I might say I got the most wires and letters, 
because unfortunately, they sent us down the appraisals so they 
thought they should be announced. Some people assumed maybe that 
I made the appraisals, which I didn’t. 

Mr. McCormack. Within 24 hours following the announcement of 
the appraisals, a routine meeting of the city council’s disposal commit- 
tee, which had not even been made public, was swamped with more than 
250 vehement and indignant citizens, and on 24 hours’ notice the very 
next day, a mass meeting at the local football stadium was attended by 
more than 2,000 citizens. 

Volunteer committees from these meetings circulated a petition to 
which, within 5 days, approximately 7,900 names were affixed, which 
I would estimate represents approximately 80 percent of the registered 
voters in the city of Richland, which I think is something of a phe- 
nomenal record. 

I would like to submit that petition for the record at this time. 

Representative Dempsey. Without objection, the petition will be in- 
serted in the record at this point. 

(The petition referred to follows :) 


A PETITION 


To: Housing and Home Finance Agency. 
Atomic Energy Commission. 
Joint Congressional Committee on Atomic Energy. 
Subcommittee on Disposal of Richland and Oak Ridge. 
Senator Henry M. Jackson. 
Representative Hal Holmes. 
Representative Don Magnuson. 

We, the undersigned residents of Richland vigorously protest the prices of 
Richland residential property as released May 10, 1956. These prices are un- 
acceptably high, and as a body we do not intend to purchase our homes unless 
the sales prices are reduced to fair and acceptable values. 


Addreas 


Return this petition to dormitory W-20 by Friday, May 18, 1956. Sign only one 
petition. 


Mr. McCormack. I am sure that you gentlemen also would be in- 
terested in the fact that this entire delegation, this 14-man delegation 
here at this time, from Richland, was financed by contributions; that 
I was not the only one, but that all of us were. 

I am sure you can appreciate this because you are aware of the 
difficulty of raising campaign funds. I am sure that you appreciate 
the magnitude of this effort. 
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I think the people back in Richland are holding their breath and 
watching us, and they are watching you. They are aware of course 
that a workable law was written and that you did not appraise the 
houses, but they are looking to your committee, Congressman Demp- 
sey, as their champions and defenders, and I think it is entirely fair 
to say that they look at these meetings this week as the last and final 
action upon which their decisions for the future will be made. 

I consider it no exaggeration to state that if a solution to this prob- 
lem satisfactory to their eyes—and I must stress that it is unfortunate, 
but this is from an emotional standpoint on their part—is not forth- 
coming before adjournment of this Congress, that a crippling per- 
centage of the technical personnel at Hanford for whose services 
dozens of other industries are desperately bidding, will terminate their 
services at Hanford before the end of the year, and I can say with 
certainty that the morale of the people at Hanford so necessary to 
the continued production there, and the morale at Richland, so neces- 
sary to the development of a normal, healthy community, will be 
destroyed beyond repair. 

I should like to reiterate that it seems to us the philosophy of the 
intent of this bill insofar as appraisal was concerned was to set a ceil- 
ing price fair to the Government at which most of the Richland citi- 
zens would gladly buy their houses. 

I should like to respectifully submit that the people of Richland 
in general know just about what those prices are and that Mayor 
Monson later on in presenting this will be presenting what the people 
of Richland actually think they are willing to pay. 

Now, I should like to make one further comment. I have been 
asked at times did I like to live Richland. What was my reaction to 
living in this city, and what about the bitter fights that we have in 
Richland between the various factions and representing the various 
ideas on disposal. I have seen a remarkable phenomenon in Richland 
in the last few weeks. 

As is frequently the case in any crises, the people of Richland have 
shown their true mettle, acknowledging that they are human, and 
differ, and fight hard to defend their attitudes and their viewpoints 
and their philosophies, and they have stood together. 

I have seen the people in the better housing part of the town sacri- 
fice their chance to buy their houses immediately and support the people 
in the A and B houses in opposition to the FHA appraisals. I have 
seen the people in the Du Pont houses give up their opportunity to 
buy their houses at the low book prices. I have seen the people stand- 
ing together, and you see this delegation standing together, Congress- 
man Dempsey, and I am proud to be a part of it. 

I expect to make Richland my home, and I know that I speak for 
all of the members of this delegation and for all the people in Rich- 
land when I say that I hope that you will help to make this possible. 

Representative Demrsry. There is no doubt about that. Thank you 
very much, Mr. McCormack. 

Mr. Monson. Our next witness, Chairman Dempsey, will be Mayor 
R. W. McKee of Richland, and he will discuss the comparisons between 
the FHA appraisals at Oak Ridge and Richland. 
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Representative Dempsey. Mayor, the committee is happy to have 
you here this morning. 


STATEMENT OF HON. ROBERT W. McKEE, MAYOR OF THE CITY 
OF RICHLAND, WASH. 


Mr. McKer. Mr. Chairman and members of the committee, my name 
is Robert W. McKee. I am the mayor of Richland. I am employed 
by the General Electric Co. as an engineer in Richland. 

Representative Dempsry. I might say I recognize your voice, hav- 
ing talked to you on the telephone so much. 

Mr. McKer. I have been a resident of Richland since 1951. I would 
like to say that we are very grateful for the opportunity of testifying 
here today and we appreciate that you gentlemen have taken time from 
your busy schedules to hear our story. 

The FHA appraisals are apparently acceptable in Oak Ridge. The 
natural question that occurs 1s: Why the difference between “the Oak 
Ridge and Richland reactions ? 

A comparison between these appraisals seems in order. One method 
of comparison is on the basis of current rents being charged and cal- 
culating an effective gross rent multiplier by dividing this rent into the 
appraisal value. The gross rent multiplier is the number of months’ 
rent which must be charged to return the investment to the buyer. 

Its use, I understand, is an accepted technique of appraisal and it is 
my understanding that the value normally ranges between 80 and 120 
with the exact value depending upon the age ‘of the house, its loca- 
tion and similar factors. A comparison between effective gross rent 
multipliers for Richland and Oak Ridge is presented here in a table 
which I offer as an exhibit. 

Representative Dempsey. Without objection, that table will be in- 
serted in the record. 

(The table referred to follows :) 


Comparison of rent multiplier, Oak Ridge and Richland 


PART L. OAK RIDGE 


Gross | FHAap-| Gross Gross FHA ap-| Gross 

House type median praisal rent House type median | praisal | rent 
rent (basie | multi- rent (basic | multi- 

value) plier value) plier 


! i $3, 650 5 No. 15 and No. 16 __. $i $5, 675 
int | 59. | 4,150 ii} No. 17... 2. 6, 700 
C3 5. 00 5, 300 : No, 18 75 7,700 | 

= x 6, 800 o No. 19 W. 6, 500 | 
D-2.. ; 6, 800 No. 22... 75 7, 500 
F 80. , 850 98 || No. 20 (duplex) 0 | 7, 950 
G (low) 30. 2. 875 No. 21 (duplex) : , 975 
H (low) 2. ( 3, 000 : No. 23 (duplex) | : 5, 000 
K (4 units) _.._. ; 220. | , 100 | 3 No. 24 (duplex , 800 
L (duplex). — ae 110. , 375 | § No. ¢ 
T (duplex) __- f , 650 5i No. 3% 
U (duplex) A ; j 3, 450 < No. 1 
RB-1 ; a0 37. 00 | 2,7 750 5 || No. 

| TDU ‘(dupk x 


80585—56——-4 
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Comparison of rent multiplier, Oak Ridge and Richland—Continued 
PART II. RICHLAND 








Gross |FHAa Gross Gross | FHA! Gross 





























House type median prais rent | House type median praisa rent 
rent (basic | multi- rent (basic | multi- 
value) plier | value) plier 
dani ntinpibeeiesannl | sittin 
1 
Radggihitcteepapa= $80.00 | $12, 500 157 | ia he hte $80.00 | $12, 500 156 
DB .cpethctoanakons ohsoe | 70. 00 12, 500 BE TE) Mi stint eran dis svchdiciewte bu 82. 50 13, 000 158 
Cu. --nonn---------] 2 ee WBS hn a cdkon 92.50 | 15,000 162 
DD cit ek oe ote 70. 00 10, 600 BT Ee ice~ dn os cabcg eed 85. 00 12, 500 147 
E ell bi taclkcttementieee 60. 00 8, 700 pd pe a aa 47. 50 7, 250 152 
F.. 50.00} 9,000] 180 || Vio--22oo aca 52.50} 8,300] 158 
Hc a | 208) gen si | aaa | ia 
= 5 § ‘ Wid ated dite dich iedt hie aentloes e l, 
hs " 77. 50 12, 300 158 || 1 bedroom, prefab-_- 29. 45 2, 750 93 
ath SA eee 62. 50 10, 400 166 || 2 bedrooms, prefab___ 32. 30 3, 300 102 
Mo pent ata bceescebiinnl 72. 50 12, 000 165 | 3 bedrooms, prefab__- 36. 40 3, 800 104 





Mr. McKee. The Oak Ridge data was taken from volume I, Basic 
Data Report, of the FHA appraisal of Oak Ridge. The rental values 
are those indicated on pages 131 and 132 in the table titled “Manage- 
ment Services Housing Division, Schedule of Rental Charges.” 

The appraisals are the basic values for Oak Ridge homes listed in 
the back pages of the same report as current fair market values. The 
Richland rents are obtained from the General Electric Co.’s housing 
rental rate sheet for Richland, dated October 1, 1953. The Richland 
appraisal values are the basic appraisals released by the FHA for 
Richland. In both cases, median rental rates were used for the calcu- 
lations. 

The values of the gross rent multiplier for the Oak Ridge homes 
range from 32 to 133, with a weighted average of 76. This compares 
to the range for the Richland homes of from 93 to 180, with a weighted 
average value of 158, more than double the Oak Ridge value. 

Thus, it develops that in the case of Oak Ridge, the gross rent multi- 
pliers are on the low side of the normally accepted range, while in the 
case of Richland they are far above the normal range. This com- 
parison, then, indicates very strikingly one reason for the Richland 
appraisals being so completely unacceptable. 

One of the sorest points in the Richland appraisals is the high valua- 
tions placed on the duplexes. Comparing the effective gross rent multi- 
pliers for Oak Ridge and Richland duplexes, you find that the Oak 
Ridge multipliers range from 43 to 76, with a weighted average of 
60, definitely below the average for all houses. 

In Richland, however, they range from 136 to 178, with a weighted 
average of 166, nearly 3 times the Oak Ridge multiplier for duplexes, 
well above the average of all Richland homes, and far above the nor- 
mally accepted values. It appears that in the case of the Oak Ridge 
duplexes, adequate discounts have been factored in to compensate for 
the undesirable features of duplex ownership. In Richland, however, 
this is definitely not the case. 

If we had been offered as good a deal in Richland as these figures 
indicate that Oak Ridge received, there would be no complaints from 
Richland and we would not be here today. The Richland Disposal 
Arbitration Committee, whose report will be presented in later testi- 
mony, developed a list of acceptable values for Richland homes. 

When these values are used along with the current Richland rents, 
a weighted average gross rent multiplier of 110 evolves, a reasonable 
value, and still well above the Oak Ridge average. This is all we ask, 
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a reduction that would bring Richland appraisals down to a reasonble 
level. 

Mr. Chairman, this concludes my testimony, but I would like to read 
for the record a letter addresséd to-me from the Richland Education 
Association : 

Dear Mayor McKee: The Richland Education Association is very interested in 
just appraisals for the disposal of Richland houses. We sent nime night letters 
to our Senators and Representatives May 22, 1956, protesting the FHA appraised 
prices for our houses. We represent 130 housing units. 

We support the action taken by your Richland Disposal Arbitration Committee 
and are cognizant of the careful, honest study this group has made regarding the 


disposal problem. Housing is important to certified and noncertified personnel in 
our district. 


Both of our organizations strive for solidarity in building a fine community. 
The Richland Education Association is enclosing five letters from Representa- 
tives in Washington, D. C. answering our night letters, and a check to be used 


to help defray expenses for the delegates to meet with authorities in Washington, 
D. C 


‘We have confidence in your delegates and are certain they will act in the best 
interests of our community. 
Sincerely, 


CALVIN R. WELSCH, 
President, Richland Education Association. 

Representative Dempsey. Thank you very much, Mr. Mayor. 

Senator Macnuson. Do I understand from your testimony that if 
the same formula of rent versus value, or whatever you call it, that 
was applied in Oak Ridge would be applied to Richland, there would 
be some satisfaction of the appraisals? 

Mr. Mcxer. Not exactly. I don’t think you can apply the same for- 
a All I have said is that we have developed a list of acceptable 
values. 

Senator Maenuson. However, they would generally follow that ra- 
tio that was given at Oak Ridge; wouldn’t they? 

Mr. McKeer. Yes. 

Senator Magnuson. I mean not in every case. 

Mr. McKer. They would still be higher. 

Senator Magnuson. Not in every case, but generally speaking that 
would follow that? 

Mr. McKee. Yes. 

Representative Hotmgs. Mr. Chairman, may I ask a question? 

Representative Dempsey. Yes. 

Representative Hotmes. Mr. Mayor, what do you think is the basis 
for the great disparity of the Richland duplex owner’s concept of the 
value of his house, and the value that was placed upon it by appraisers ? 

Mr. McKee. I think you have to realize, first, that in Richland there 
are, I believe, something on the order of 1,000 duplexes. There are 
approximately 6,000 homes. This ratio of duplexes to single homes is 
far above any normal community and makes the desirability of du- 
plex ownership very questionable, and it is a very serious question 
whether the owner would be able to rent his other half at an accept- 
able value. 

Senator Jackson. It makes them of questionable value? 

Mr. McKer. That is right. 

Senator Jackson. Not only is there a discrepancy in the valuations 
between Oak Ridge and Richland. You have the fact that the ap- 
praisal made by a private appraisal organization—while not in great 
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detail—was an estimate of the value in 1951, and in the case of du- 
plexes, I believe the difference is around 60 percent. 

Do you agree in general with the statement made by Mr. Johnson of 
General Electric on that point ? ' 

Mr. McKer. Yes. This will also be brought out in later testimony. 

Senator Jackson. All right. We don’t want to duplicate the record. 

Representative Dempsey. Thank you very much, Mr. Mayor. 

Mr. Monson. Our next witness will be Fred Clagett, former mayor 
of Richland also, and he will diseuss the difference in buy er attitudes 
in Richland and Oak Ridge. 

Representative Dempsey. Mr. Clagett? 


STATEMENT OF FRED CLAGETT, MEMBER OF RICHLAND CITY 
COUNCIL 


Mr. Cuiacerr. I am Fred Clagett, member of the Richland City 
Council. I came to Richland first in 1948, and I have been a member 
of the city council since February of 1951 and, as Harold Monson 
mentioned, I did spend a term as mayor, at which time I represented 
the Richland City Council at the first committee hearings on disposal 
legislation. 

To continue Mayor McKee’s comments on the distinctly different re- 
action to the FHA appraisal prices between Oak Ridge and Rich- 
land, I would like to point out that we will not question for the sake 
of this argument the validity of the opinion of fair market values 
on the basis of comparable properties under comparable economic 
conditions. 

This appraisal principle, however, involves a comparison of prop- 
erties under similar open-market situations. In this situation, the 
buyer attitude is a major consideration in the establishment of the 
value of property for purposes of sale, as indicated in the definition 
of market value contained in the FHA Richland appraisal reports. 

In other words, it states that a willing buyer is part of the con- 
sideration of a fair market value. Therefore, if the comparative 
evaluations were correctly done at both Oak Ridge and Richland, we 
are then forced to the conclusion, you might say, that there is funda- 
mental difference in buyer attitudes and buyer resistance in the two 
communities. 

We in Richland believe that there are in fact a number of reasons 
why the buyer attitudes in Oak Ridge may very properly be similar 
to those in the areas around Oak Ridge, whereas those in Richland 
are decidedly different from the buyer ‘attitudes in the adjacent areas 
to Richland. 

The major reason for this difference, we believe, lies in the question 
of job security. While the people of Richland are well aware of the 
continued expenditures of Federal funds for capital additions and im- 
provements at the Hanford plant, these expenditures do not contribute 
(o engendering a feeling of permanency with respect to plant opera- 
tion. 

Rather, the residents are well aware that the Hanford product is 
being made for weapon purposes, for defense during a period of in- 
ternational stress. This is a temporary situation, in other words. 

Oak Ridge, on the other hand, has a national laboratory closely inte- 
grated with the whole atomic-energy program and, furthermore, the 
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Oak Ridge production plants produce the fuel on which the operation 
of power reactors is currently based. Both of these factors give the 
Oak Ridge operation an air of permanency. 

Another significant factor in the question of job security is con- 
cerned with the isolation of the Hanford plant. If we were to draw a 
circle with a radius of about 300 miles with Richland as the center, 
the only areas of general industrial activity enclosed would be the 
Seatlle-Takoma area, Portland, and Spokane. If the radius were ex- 
tended to 600 miles, only the Salt Lake City area would be added. 

This is covering employment possibilities which would be open to 
the employees at the Hanford plants of comparable crafts, comparable 
types of technical opportunities, and so forth. In the case of Oak 
Ridge, a 300-mile radius would take in most of the industrial Midwest 
and a 600-mile radius would extend almost to New York City and 
would include most of the eastern portion of the country. 

This is a significant difference in the sense that the people in Oak 
Ridge would not require major personnel displacement for a job move 
as compared with those at Hanford. The fact that the people at Han- 
ford would be involved as employment fluctuations occurred con- 
tributes to a greater reluctance on the part of the buyer in Richland 
to putting his roots down in the area. 

I do not want to detract from the fact, however, that the people of 
Richland do want to buy. I think we can be quite fair and honest in 
saying that the attitudes toward buying are somewhere near equiva- 
lent, Oak Ridge and Richland, but due to these additional ins‘ability 
factors which we feel exist in Richland and do not exist in Oak Ridge 
to the same extent, there is a greater rejection of the FHA prices im 
Richland. 

Neither of these factors—that is, the war production nature of the 
Hanford plant, nor the geographical isolation—contributes a feeling 
of job insecurity to the native population normally employed in the 
communities surrounding Richland. Therefore, while the buyer atti- 
tude in Oak Ridge may be similar to that in the areas which surround 
it, the buyer attitude in Richland is decidedly different from that of 
the adjacent areas. 

This situation arising from the question of job security contributes 
to precluding the possibility of standard appraisal practice, giving 
values acceptable to Richland purchasers. Deviation from standard 
practice may be, therefore, required to provide a solution. 

The buyer attitude was an unmeasured factor before the FHA prices 
were announced. We now have a basis for evaluating this factor. 

Representative Dempsey. Thank you very much. 

Mr. Monson. Our next witness will be Pat Merrill, who is chair- 
man of the disposal committee of the Richland City Council, and she 
will discuss the basic deficiencies in the FHA appraisal. 


STATEMENT OF MRS. E. T. MERRILL, CHAIRMAN, DISPOSAL 
COMMITTEE, RICHLAND CITY COUNCIL 


Mrs. Merritt. Iam Mrs. E. T. “Pat” Merrill. 
I would like to thank you for the opportunity of being able to 
ippear at this hearing. 
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I have been employed in the past as a real estate salesman. I am 
a member of the Richland City Council, and have been chairman of 
the council’s disposal committee for the last 15 months. 

Therefore, I feel that I am eminently qualified to express the 
views of the people of Richland in regard to disposal. 

The FHA apparently feels that the Richland appraisals are of 
fair market value. However, the — of Richland strongly dis- 


agree with this contention. It may be that in the abstract FHA used 
accepted methods. It is the number of real and intangible factors 
not considered by the FHA that have resulted in the disparity between 
accepted prices and the FHA appraised values. 

To enumerate, one method used by FHA was the gross rent multiple. 
In utilizing this method we fail to understand why FHA used fictitious 
rents when actual rents were available. The people would not pay 
these fictitious rents. This has been demonstrated by the fact that 
Bauer-Day, a private company with private funds built 500 houses 
in Richland for rental purposes. They tried to rent these houses at 
figures comparable to FH A—fictitious rents and were unable to fill 
their units. 

Those that did rent at these prices moved as soon as they could. 
After a reduction in rents many of the houses are still empty and 
Bauer-Day is in serious financial difficulty. 

The rents in Richland are an established fact and in the sale of 
rental property the past income is always used as a factor to deter- 
mine sale price. 

No. 2. Cost less depreciation was another method used by the FHA. 
The cost considered was not that of constructing the houses, but, 
rather, reproducing costs. 

In normal appraisals this may be accepted, but the people of Rich- 
land fail to see why the Federal Government should realize a profit 
from these houses when the residents have been denied homeownership 
and ever since disposal was first discussed continued to pay rent in 
good faith, feeling that for the last 5 years in particular that disposal 
would be accomplished in the near future. 

FHA estimated total life of most of the houses at 50 years. The 
standard total life is usually 30 to 33 years. 

The people of Richland do not believe that the construction of these 
houses is above the accepted standard. 

; This is another reason for our failure to consider these appraisals as 
air. 

No. 3. The third method of appraisal used by FHA is comparisons. 
A relatively small number of dwellings located in Kennewick, Pasco, 
Walla Walla and Yakima were used for comparisons. More sales 
were originally considered, but had to be eliminated because they were 
not comparable with or similar to the types of houses found in 
Richland. 

All of the surrounding cities are well established. Yakima is 75 
miles away and yet their houses were used to establish Richland prices. 

We, the people, of Richland, fail to appreciate how sales outside of 
Richland could be used to establish prices in Richland when by its very 
nature Richland is incomparable, unique, and a Government com- 
munity. 
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Not enough consideration was given to the one-industry aspect of 
the community, There is no assurance of the stability of a defense 
production and no knowledge that the production will be used for a 
peacetime production. 

Senator Magnuson earlier mentioned the fact of peacetime applica- 
tion of production. The people of Richland have no assurance that 
this is the case. 

No. 4. No consideration has been given to the fact that most Rich- 
land residents are living in houses that they do not wish to purchase, 
but are content to rent, and that they will not purchase their present 
homes unless the price is low enough to permit the purchaser to remodel 
the existing structure into the kind of a home that he would purchase 
if given the opportunity. 

No. 5. No attempt was made by the FHA to obtain from local offi- 
cials the public’s attitude on disposal. Certainly market attitude is of 
prime importance in any sale. 

In 1952 when the Wheeler appraisal was made, the majority of Rich- 
land residents showed a willingness to purchase. 

However, disposal was put off year after year and in 1954 at the polls 
the people of Richland rejected the idea of disposal, 3 to 1. 

The only real basis for the refusal was the 1952 Wheeler appraisal. 
Yet in 1954 after further delay the FHA states that their appraisals 
are fair market value. The local bankers and lending institutions have 
stated that they are unwilling to lend money on Richland homes until 
such time as the prices meet with general acceptance on the part of 
Richland residents. 

The people of Richland are tired of delay. They are ready to pur- 
chase their homes and businesses at fair and equitable prices. The 
people of Richland want and need not only homes, but a good business 
section. 

We, the people of Richland, say that the fair market value is not 
the FHA appraisal. If disposal is ever to accomplish the purposes 
stated in Public Law 221 it must be done this year and without further 
delay. 

Thank you for allowing me to testify. 

For the good of our community and common interests, I hope that 
a fair solution to all will be in and out of the mill shortly. Then, and 
only then, can the people of Richland settle down and go about the 
business of living in a normal American city. 

Thank you. 

Senator Jackson. Did you want to include the appraisal prices sug- 
gested by your committee in the record at this point. 

Mr. Monson. I will have that. 

Senator Jackson. All right. I just wanted to be sure that will be 
in the record. 

Representative Dempsey. The committee appreciates very, very 
much your statement. I think it was a splendid statement. 

Mrs. Merritt. Thank you, sir. 

Mr. Monson. Our next witness will be Jim Minor, Richland coun- 
cilman, who will discuss the Richland appraisal price comparison. 

Senator Jackson. I would like to suggest that I think some of the 
people who have testified here this morning, and those who will testify 
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later, would like an opportunity to file statements. I ask that the 
privilege be accorded to the witnesses, including those who will not 
e able to testify, in order to save time. 

Representative Dempsey. Without objection, it is so ordered. 


STATEMENT OF DR. JAMES E. MINOR, RICHLAND COUNCILMAN 


Mr. Minor. Chairman Dempsey and members of the committee, I 
am Dr. James Minor, metallurgist for the General Electric Co. and 
member of the Richland City Council. 

I would like to speak briefly this morning on a comparison of ap- 
praisals which have occurred in Richland. 

First, I would like to reaffirm, gentlemen, that we are not back here 
to ask you people for a giveaway. We are not endeavoring to use our 
position as employees of a vital defense plant in order to obtain unnec- 
essary advantage. 

We are here to ask for what we basically and truly believe to be a 

real value and that is all we are asking. 

In fact, if we were back here to “ask for a giveaway our problem 
would be much simpler. We could ask you for a blanket reduction 
across the board and we wouldn’t have to worry about inequities be- 
tween spots and so forth. 

It is the fact that we are asking for real value that makes our prob- 
lem actually difficult. 

To go back a little bit in development of legislation, as you are aware, 
three ¢ congressional hearings, have now been held in Richland. I think 
it is of interest to restate the quotation that Chairman Monson referred 
to in his testimony, a statement made by Representative Cole, at the 
close of the first hearing in Richland in June of 1954, with reference 
to the then imminent disposal at Richland. The Repr esentative said : 

To the end that when the time does come—and as I have said before, the time 
is coming, there is no question about it—when the time does come that you are 
able to buy and own your own home, that will be done on terms that are com- 
pletely fair and equitable to you as individuals, having in mind your sentiments, 
your affections, and your economic interests. 

This is a background statement that the people of Richland have 
had in mind ever since, and at the time they heard that statement the 
people of Richland had already received the results of an appraisal 
requested by the Atomic Energy Commission. 

You have heard several references to a Wheeler appraisal. I would 
like to point out that this is an appraisal by a competent private firm 
engaged by the Atomic Energy Commission, not by the people of the 
city of Richland. Here is a summary which compares the Wheeler 
appraisal, a Fenton appraisal obtained in 1954, and the typical results 
of the FHA appraisal in 1956. 

I would like to allow the members of the committee to see those and 
to place these results in the record. 

Representative Dempsry. You want this included in the record, of 
course. 

(The material referred to follows :) 
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Value determined by application of FHA gross rent multiple to present shelter 
rents (excludes stoves and refrigerators) and selling price comparisons 


: Shelter rent FHA Multiple value 

Type Sof B.vs bo cogh Eaten Sa ts gross acts 5 seks as 
rent | | 

Medium! High | multiple| Low | Medium! High 


A (duplex) | $80.00 | $105.00 93 | $6,045 | 7, 440 | $9, 765 
s (duplex) -_--- oi eee 55. 70. 00 | 95. 00 103 | 665 | . 210 

S ; peeusltint 75.00 |_-- | 117 | 190 | 8, 775 | 
60. 00 67. 50 115 325 5, 900 | 
55. 00 66. 00 115 | 15,750 
75.00 |. 117 | '8,190 
55.00 | 63. 50 115 | 060 | 

, é | s 62. 50 |. 115 | 613 | 

1, prefabricated _ | 24. 45 | 29.45 | 31. 9! 80 | , 956 | 
2; prefabricated 27. 30 | 32. 30 | 34. 80 80 2, 184 
3, prefabricated ________. : 31. 36. 40 38. 90 80 2, 512 
* pee « - i -| 72. 50 122 , 540 
; LUsas 80. 00 87.50 | 122 | 9, 455 
Z. : al 0.00} 82.50 90. 00 122 | 9,760 | 1 10,065 
SS} | 92. 50 . 00 122 , 980 ' 11, 285 
T (duplex). j eat Ke 5. éhisembineeias ta 103 | 8, 755 | (2) 
aca Side * . 50 | 47. 50 50. 120 5, | 15,700 
v- BT Pb ROL . 52.50 | 55. 120 | 5,7 1 6, 300 
Z 
Cc 


SPO SA QO Sr 


atid tats Ee dnoute 0. | TE Be acer ae 120 a | 17,500 

Ske gee | 67. 50 |---- ] 20 | 2) } 18,100} 
(duplex). dia 5. 125. 00 |..--- sill 5 2, 07% 1 13, 125 | 
1 aon | 72. 5 77. 5 = en 22 8, 84! 19 455 








| 
Reduce FHA; ‘Typical 
Wheeler | Fenton FHA by percent | Wheeler 
typical typical typical to meet | 1952 less 
1952 1954 1956 multiple 10 percent 
| typical 


A (duplex) i —s ee $7, 975 , 500 $12, 5 51. 64 
B (duplex)__________ : 7, 650 , 750 2,5 42. 32 | 
Ren. 2c iada reer 8, 400 , 750 , 6 17. 21 
Mie as aeuaceinasotedvene cena 7, 850 | 8, 750 8, 20. 69 
Pe eae iia. ek Ee 6, 100 | , 000 9, 36. 11 
ee ‘os 7, 650 9, 000 , 600 | 22. 73 | 
H ee thee eae : 7, 250 7) ; | 21.91 
I Ls D2 eee 7, 500 | 500 % 30. 
L, PRORAEIORIOG.. ... .. nnn scwcne 2, 450 2, 250 2. 78 14. 36 
2, prefabricated. Bist 3, 970 | 3, 000 3, 21.6 
3, prefabricated ‘ 5, 000 3, 500 
ne dah, 3 ; 10, 120 730 
OO nceitwbicaltlh <debbdcuinsnh eel 13, 300 | 3, 000 | 
Das Scactuts 4 13, 750 , 000 
ee sik ae 8 15, 350 , 250 
TR ae Oe 8, 150 9, 500 
Uz $ 6, 200 | 4, 250 

7, 150 | 8, 000 

8, 650 | , 500 

9, 950 &, 000 

19, 000 | 13, 250 

14, 100 | 11, 750 


1 Indicates typical; predominant number of units in this rent bracket. 
2 Not available. 


Mr. Minor. As just a little more background information with 
regard to the qualifications of the appraiser, E. A. Wheeler—and this 
is a report, of course, turned in by E. A. Wheeler, appraiser, to the 
Atomic Energy Commission—he states he has an educational back- 
ground der ived from the University of Washington and the Univer- 
sity of Minnesota, and that he is a qualified appraiser for various 
banks and savings and Joan institutions, for the Western Washington 
College of Education; for the United States Army; for the United 
States Navy; for the Department of Justice, the Department of the 
Interior, and a further list that I will not take your time to read. 
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I think it is further of interest to note his certificate, signed as of 
February 19, 1952: 


I, the undersigned, do hereby certify that I have made a thorough and careful 
investigation of the properties herein described and have personal knowledge 
of sales and offers of sale involving similar properties in various comparable 
cities in the State of Washington and the considerations. 

I think you will note similarity here to some of the methods used 
by the FHA in their 1956 appraisal. 

He further states: 


I further certify that I have no personal interest, present or prospective, in 
the property herein described and this preliminary appraisal report represents 
the present fair market value according to accepted standards of the appraisal 
practices followed by the American Institute of Real Estate Appraisers. 


You will note that he certifies that this is a statement of fair market 
value. 

Gentlemen, the results of this appraisal were furnished to each and 
every householder in Richland. This was background information to- 
gether with the statement by Representative Cole and further state- 
ments at the congressional hearings that the appraisals and the prices 
finally presented to the people would represent real values to them. 
They knew the results of the Wheeler appraisal. 

Then they were given the results of the FHA appraisal and you 
can imagine the shock and the surprise that resulted when they saw 
these results. You have heard many statements with regard to 
the duplexes in Richland and the sad price situation in which they 
find themselves. 

I would like to point out that if we ignore these duplexes, if we 
consider wartime-constructed single houses which are not the worst 
case, the FHA appraisal on an F house, as an example, is 148 percent 
of the Wheeler appraisal. 

The appraisal of a G house, as another example, is 139 percent of 
the Wheeler appraisal. 

And also the appraisal of an L house is 139 percent of the Wheeler 
appraisal. 

Senator Jackson. Dr. Minor, would you clarify one thing on the re- 
port? You have “Wheeler typical,” and then you have “Fenton 
tpical.” We understand the Wheeler appraisal, but for the record 
would you describe the meaning of “Fenton typical ?” 

Mr. Minor. The name “Fenton” refers to the name of a firm em- 
ployed by the Atomic Energy Commission for a second appraisal con- 
ducted in 1954. I have used the Wheeler appraisal in these statements 
because the results of the Fenton appraisal were not made known to 
the general public in Richland and, therefore, did not concern the 
thinking of the people in Richland. 

Senator Jackson. I understand. I just wanted that for the record 
because this is going in the record, and one would not know from just 
reading the record what it was. 

Mr. Mrnor. Incidentally, this document which has been placed into 
the record is an official AEC document prepared by the Atomic En- 
ergy Commission in Richland, Wash. 

I have spoken on the difference between the Wheeler appraisal and 
the FHA appraisal. We would not have been surprised by small dif- 
ferences, by a difference of 5 percent, but you will note that the differ- 
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ences that I refer to are not small. They are major differences and 
they are not even the worst differences. I have left out those. 

Senator Maenuson. These appraisals are all 5 years old, too, are 
they not ? 

Mr. Minor. Yes; this first appraisal was made in 1952. 

Senator Jackson. I think the appraisal was actually made in 1951. 
It bears the 1952 label because it was announced in 1952, but the ap- 
praisal took place in 1951, so Senator Magnuson’s point is correct, 
that 5 years have elapsed, approximately, since the Wheeler appraisal 
was made. 

Representative Hotmes. May I ask a question ? 

Representative Dempsey. Yes, certainly. 

Representative Hotues. Coming back to the question that I ad- 
dressed to Mayor McKee, what are the factors in your mind here of 
these disparities in percentages of valuations for these respective 
houses in comparison with the Wheeler versus the FHA appraisal. 

Mr. Minor. I am afraid that I couldn’t tell you why two sets of 
competent appraisers arrive at such different results. 

Mr. McVicxkers. May I answer that question ? 

Iam Virgil McVickers. It may be this: that the Wheeler study was 
a disinterested party and there may be a possibility that the FHA in 
this case had a definite interest in the area. 

Mr. Minor. I would like to speak on your previous question. 

You asked why the individual residents of Richland felt differently 
than did the FHA about the value of duplexes. 

Representative Hotes. I haven’t asked that question, I know 
that. However, I was wondering if there were factors that you were 
acquainted with to show this disparity between the valuations of the 
Wheeler and the FHA appraisals. 

Mr. Minor. Other than the point brought out by Mr. McVickers, 
I could not tell you. The only thing that I can tell you is that two 
sets of appraisers have arrived at drastically different results, and we 
have been asked to believe in each case that the appraisers are compe- 
tent and we have no reason for arguing the matter. 

For example, on the A-duplex, the typical result of the FHA was 
$12,500 as compared to $7,975 by Wheeler. This is not a minor differ- 
ence. 

Senator Magnuson. Were the FHA people from the local regional 
office, or were they sent from Washington ? 

Mr. Minor. The FHA people were gathered from areas widely 
separated throughout the country, as I understand it. They have 
given the origin of each appraiser in volume I of their basic data. 

Representative Van Zanpr. What communities did they survey be- 
fore they moved into Richland? I think the previous witness men- 
tioned Yakima and Walla Walla. 

_ Mr. Minor. Let’s put it this way: They did not survey or appraise 
in Yakima or Walla Walla, but rather, went there to question local 
people and get data for this particular appraisal. 

Representative Van Zanpr. Have you picked out a piece of prop- 
erty in Richland to a similar piece, we will say, in Yakima and com- 
pared the market value? 

Mr. Mrnor. Let me give you an example. Naturally the piece of 
property I am best acquainted with is the oneI live in. I live ina Y- 
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house, which you will notice here is listed at a typical FHA value 
of $9,500. 

This listing is typical. My particular residence is listed at an ap- 
praised price of $10,100. 

Representative Van Zanpt. $10,100? 

Mr. Minor. That is correct. A very good friend of mine lived in a 
similar house up until about 2 months ago, at which time he decided 
that he was tired of the situation and purchased a house in Pasco for 
$13,500. He purchased a house which has completely modern con- 
struction and has a full basement. 

Yet the ranch house which I occupy has no basement. It has built-in 
closets in all bedrooms. The ranch house that I occupy has no built- 
in closets. It has a modern central automatic oil fired heating system. 
Ours has hand-fired coal. It has standard FHA construction as in- 
spected by the FHA. 

I could spend a morning on that, but the ranch house does not, and 
the difference, as I say, in cost of these two houses is the difference be- 
tween $13,500 and $10,100. 

Representative Van Zanpr. What about the age factor? 

Mr. Minor. And there is a difference in age of 7 years. I might 
give you one further example. 

The ranch house sits on a concrete slab foundation. It has cold air 
returns which are built into this foundation. I had always assumed 
that these cold air returns were surrounded by concrete so they would 
be there. I found out after I examined them that the cold air returns 
are in fact wooden ducts with no concrete around them. As soon as 
this wood rots away, we will have areas of sand underneath the house 
through which the cold air is expected to flow. 

It has started to do it. This will cost about $1,500 to replace. 

Representative Van Zanpr. Are there any reasons from the stand- 
point of market value that the property should be higher in Pasco 
than in Richland or vice versa? 

Mr. Minor. We believe that Pasco and Kennewick were established 
communities prior to the advent of the Hanford plant. Certainly 
they have increased in size since that time, but they do have an estab- 
lished background. They have areas available for industry. They 
have transportation, both water and rail. They have a highway net- 
work upon which they can rely. 

Richland has none of these. Richland does not appear to be apt to 
receive them in the near future. We have one spur line as a railroad, 
for example, whereas Pasco has a large railroad yard. We have no 
port facility. Pasco has. 

I bring these points up with reference to residential housing be- 
cause, of course, the value of residential housing depends upon the tax 
base that the town has. It depends upon the sources of employment 
for the people in the town. 

Richland has been and still remains entirely dependent upon the 
Hanford plant as a source of employment. Unfortunately, it cannot 
depend on the Hanford plant asa tax base. 

Senator Magnuson. No one in their right mind would pay the same 
for a house in Richland as they paid in Pasco or Kennewick; I mean 
considering the future of a resale value of the house. 

Mr. Minor. This is stating our belief exactly. 
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Senator Magnuson. Because when you make this investment, par- 
ticularly in the type of work that you people are doing at Hanford, 
you have to look at it real close as to the fact that you may be there 
temporarily. 

There is uncertainty, and you may have to dispose of that invest- 
ment, and the proof of the pudding is, as I understand it, the bank 
won’t go with you at all on this matter. 

Mr. Mrnor. The bank, I think, has stated in effect that until such 
time as a majority of Richland residents indicate they approve of 
the pricing situation in Richland, the bank naturally cannot back up 
these appraisals. After all, the thing you loan on is market attitude. 

Senator Macnvuson. They have no interest at all ? 

Mr. Mrnor. That is correct. 

Representative Van Zanpvr. Dector, going back to this chart and 
referring again to your piece of property, we will say, which is desig- 


nated “Y,” which of the three appraisals do you think is probably 


accurate ? 

Mr. Mrnor. You will receive at the end of our hearing a statement of 
what we believe to be fair market prices. You will find in the case of 
this particular house that the Fenton appraisal matches what we con- 
sider to be a fair market price exactly. 

Understand, I am referring to only one type of house. Unfortun- 
ately, this is not true throughout the list, but it is true for the typical 
pricing of Y-houses. 

Representative Van Zanpr. In other words, then, in your opinion, 
property Y should be appraised at $7,595, and that the FHA appraisal 
is $2,000 too high ? 

Mr. Minor. That is my personal opinion. 

Representative Van Zanpr. Does this hold true now generally 
throughout the Richland community? 

Mr. Mrnor. Unfortunately, it does not. The inequities vary from 
house to house. In some cases we feel that the prices are off by as much 
as 50 percent. In other cases we feel that the prices established by the 
FHA are much closer to being correct. 

As I said at the beginning, our problem would be really fairly 
simple if we were simply looking for a giveaway. All we would have 
to do would be ask for an across-the-board reduction. 

Representative Dempsey. You said it would cost about $1,500 to re- 
new the cold air? 

Mr. Mrnor. You couldn’t really renew it. You would have to re- 
place it. 

Representative Dempsry. Yes, replace it. Is that an estimate you 
received ¢ 

Mr. Mrwnor. That is an estimate I received from a contractor in 
Pasco. 

Representative Dempsey. I see. 

Mr. Mrwor. ’ was somewhat shocked when I discovered this situa- 
tion existed. I didn’t realize it. What I had hoped to do was to 
compare here the Wheeler appraisal of 1952 versus FHA, and then 
go to the 1952 appraisal for Oak Ridge and compare them with the 
FHA results. 

Unfortunately, I have not been able to obtain the figures for the 
1952 appraisal conducted at Oak Ridge. I understand that they are 
in substantial agreement with the FHA appraisal released in 1956. 
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I use the word “substantially” to indicate that they are not neces- 
sarily in exact agreement, but they are in the same order of magnitude. 
If this is indeed the case, if the appraisals at Oak Ridge in 1952 are 
close to those of the FHA in 1956 as compared to the situation in Rich- 
land, then obviously there is good reason for the people in Richland 
to be much more disturbed than the people in Oak Ridge. 

Again, they have not been shocked by this sudden and rather drastic 
change in prices. The FHA representatives have stated that they are 
bound by statutory obligation to arrive at a fair market value for 
Richland property. We feel that this obligation has been somewhat 
misinterpreted and that the appraisal has resulted in a sales offering 
contrary to the policy and directive contained in the legislation and, 
further, that the appraisals as they stand are inimical to the entire 
project. 

We certainly sympathize with the position of the Joint Atomic 
Energy Committee and with the FHA because of this sale of Richland 
there is no adequate precedent to follow. This is in no sense of the 
word a normal sale of Government surplus property. It is required 
that Richland be disposed of by the Government. 

Senator Maenuson. I might say for the record we are dealing with 
Government money. I am going to finish at 4 o’clock writing up the 
General Services Administration appropriation bill. Our average on 
surplus is running about 4 percent of the cost, so I don’t think that 
there could be much complaint for some fair value in this particular 
case, 

Of course, it involves some obsolete military equipment but only 
4 percent we are getting back on the dollar. 

Mr. Monson. We are talking about some obsolete houses here. 

Senator Maenuson. Yes, and I had the problem over at Bremerton 
when we built some permanent houses, and I don’t think our average 
over there ran over 23. I am not sure, but it was way down. 

Mr. Minor. If I might refer back on that point, in one type of 
house, for example, the FHA appraisal is 221 percent of the value 
that the AEC carries on their books for that type of house. 

This compares to the figure that you just mentioned for other types 
of property. As I say, there was no adequate precedent for the FHA 
to follow because on the one hand, the Government wished to be rid 
of the housing business in Richland. 

On the other hand, Richland is.still required to serve as support 
of a vital defense plant. The town is isolated from large population 
centers so that no significant proportion of its population can be dis- 
placed and have the people so displaced still employed at Hanford. 

We are forced to wonder, since the FHA has substantial commit- 
ments in the Tri-City area in FHA-insured loans, and that is large 
loans for Wherry Act housing directly in this loan, whether they can 
be defined as a disinterested party in this particular transaction. 

We also wonder to what extent the FHA may have been influenced 
by estimates developed long prior to the actual appraisal, which esti- 
mated the proceeds of the sale of Richland residential property at 
$42 million. 

You will notice if you look at the total developed by the FHA a very 
close comparison in these two figures. We feel finally that a com- 
parison of the Wheeler appraisal with the FHA appraisal is definite 
indication of basic error in this FHA appraisal. 
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Gentlemen, I certainly thank you for the time that you have given 
me. 

Representative Dempsey. Thank you very much, Doctor. 

Mr. Monson. Our next witness will be Dave Williams, attorney for 
the Hanford Atomic Metal Trades Council. 


STATEMENT OF DAVID E. WILLIAMS, REPRESENTATIVE AND AT- 
TORNEY, HANFORD ATOMIC METAL TRADES COUNCIL, AFL-CIO 


Mr. WituiaMs. Mr. Chairman, my name is David E. Williams. 1 
live in Kennewick, but I represent an awful lot of people who live in 
Richland, as a representative and attorney for the Hanford Atomic 
Metal Trades Council, a labor org: anization, composed of some 19 
affiliated local unions. 

We represent about 4,400 maintenance and production people out 
in the plant. More than 70 percent of our people, that is, members 
of our organizations, live in Richland houses. Our concern for the 
wages and hours and working conditions of our people certainly in- 
cludes a deep interest in the shelter costs in Richland, and in this con- 
nection, of course, we are appearing here to protest along with other 
people from our community that we regard as the unreasonably high 
values placed on these dwelling houses. 

Our organization is bound to a 5-year collective- bargaining con- 
tract. I emphi wsize this is a long-term contract. It is 5 years. We 
didn’t enter into such a contract without pretty carefully considering 
what could happen to us in terms of wage erosion over the 5 years. 

We cannot open the agreement for wage increases. There are auto- 
matic increases periodically through the 5 years, but we can’t open 
the contract to meet any sudden economic emergency. LDBecause of 
that factor, we were quite careful to try to properly close all the doors 
that could be opened and spell some sort of economic disaster for our 
people. 

One of the things we considered was housing. This contract was 
negotiated in 1955 in November and at that time we were aware of 
all the previous valuations placed upen Richland property. 

We referred particularly to the Wheeler appraisals that have been 
mentioned repeatedly here today and we felt that we could make such 
a reference to these Wheeler appraisals because we agree with thie 
previous speaker that the Wheeler firm is a very well known firm in 
the State of Washington. 

We had information as to their experience, their competency in 
this field of real property evaluation, and we relied upon the apprais- 
als as the best available guide to what the probable maximum would 
be and when I say “maximums,” I use that term advisedly because 
we thought that FHA appraisals would be significantly lower be- 
cause, as has been pointed out, the Wheeler appraisals are nearly 5 
years old. 

We weren’t entirely pleased with all of the Wheeler appraisals but 
after looking them over very carefully we felt that our people in the 
main could purchase their homes in Richland without sacrificing 
their relative income positions. 

We thought that probably, therefore, the housing aspect of this 
thing shouldn’t be too alarming and it shouldn’t be a determinant 
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to stabilizing labor relations with a 5-year contract, and so we went 
ahead and signed it. 

Then the appraisals came about and we found that they were over- 
all in excess of 25 percent higher than the Wheeler appraisals; that 
is, the FHA appraisals were. The differences were throughout all 
the classifications, but some were as high as 50 percent over the 
Wheeler appraisals in the very important classifications where the 
bulk of our people live, and we felt that these appraisals disrupted 
the product of careful collective bargaining. 

In other words, we felt that we were boobytrapped by these ap- 
praisals. We signed a long-term contract on the basis of competent 
appraisals in 1951 released in 1952, and then FHA comes along and 
ups the ante some 25 to 30 percent, and we felt that our gains in col- 
lective bargaining mutually agreed on by our employer and ourselves 
were watered down and wiped out to a large extent. 

We also feel that the intent of Congress was sort of sabotaged by 
these appraisals, because, as we understand the intent of Congress, 
they want to give the people of Richland a genuine opportunity to 
purchase their homes. 

Representative Dempsey. You understand correctly when you say 
that. That is exactly the intent of the committee. 

Mr. Wiuuiams. Yes. That was always my understanding, Mr. 
Chairman. I don’t think it was the intent of Congress that the peo- 
ple in Richland were to be victims of some sort of a discriminatory rent 
squeeze just because they are a readily available group of captive 
buyers. 

In other words, of necessity they have to live in Richland, and I 
don’t think Congress wanted to do anything other than give them a 
good chance to buy their homes at fair prices. We use the term “dis- 
criminatory” here and use it advisedly and emphatically, because, as 
has been pointed out to you, we are also aware of the differences be- 
tween appraisals in Richland and those in Oak Ridge and, as has been 
mentioned, it is not favorable to us. 

The average multiplier that has been talked about in Oak Ridge 
is*87 times the monthly rent. Our people in Richland, on the basis of 
FHA appraisals, are going to be confronted with 150 times their 
monthly rent. 

We think that these differences certainly justify the use of the word 
“discriminatory” in referring to these appraisals, and we recognize 
that to be a harsh term. We don’t know precisely what went wrong 
with the FHA appraisals. 

FHA maintains in its report that they considered all the unique 
matters, matters unique to Richland, about the one-industry aspect, 
and about the wartime construction, and about the age and the quality 
of the utilities, and about the uniformity of the dwellings and the con- 
sequent lack of choice on the part of the people as to what kind of 
house they are going to live in. 

They said they considered all of that and then considered all of the 
conventional factors usually applied when you are going to evaluate 
realty. We suspect that FHA went through all the correct motions in 


this matter, but we don’t think they ever got the feel of the situation. 
They couldn’t have to come out with the results they did. I think 
we can illustrate it by talking just a little bit more about these duplexes 
that have been mentioned here. 
We have what we call, for example, a B-house. It is a wartime- 
constructed duplex. It is built to accomplish a temporary purpose. It 
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is equipped with substandard plumbing and wiring. The floors are 
not in accordance with what we normally think of in a house and has 
a number of bubbles; in other words, not to mention the fact that it is 
very old, considering what it was built for. 

If these houses are reasonably attractive, it is only because the peo- 
ple have made them so by landscaping efforts and decorative efforts. 
The total rent for both sides of one of these duplexes may be as low as 
$55. It may go up to $95. 

I think that I have a picture here of one of them that I could sub- 
mit for the record. Congressman Holmes might recognize the resem- 
blanee to a bunkhouse over in eastern Washington. I think it looks 
kind of like one. 

Senator Macnuson. Show it to the Congressman from Pennsyl- 
vania. 

Mr. Witu1aMs. All right. He can see what a bunk iouse in eastern 
Washington looks like. This is the B-house, Congressman, that has 
been referred to. 

Mr. Monson. You might mention the FHA appraisal on that. 

Mr. Wuutams. I was getting to that; $12,500. The Wheeler 
appraisal was $7,000, so there is a difference of $5,000. 

Representative Dempsey. You don’t think, then, that the house 
gained value as the years went on? 

Mr. Witui1aMs. No, sir, I do not. I don’t feel that| way. I think 
it has decreased in value. 

There has been some talk about morale. There is a telegram from 
Mr. Johnson. We, in preparing to come out and talk to the com- 
mittee, went through some of Mr. Johnson’s previous statements. 
One of them I think is worthy of quoting here, and I do. It says: 

As a prime contractor at Hanford works, we must do our job expeditiously 
and well; and our mission here would undoubtedly suffer if the transition to 
private ownership caused disruption in the life of the community. 

That is what the General Manager Johnson said. One of our pur- 
poses here is to tell the committee, as we see it, that FHA has succeeded 
in disrupting the life of the community. 

Senator Magnuson. May I ask one question, Mr. Chairman? 

In any part of your negotiations, the factor of rent is always con- 
sidered by determining any wage ratio; isn’t that correct ? 

Mr. Wiiu1aMs. Certainly. 

Senator Maenuson. I don’t know what the figures are, but they 
run in the average family maybe as high as one-fourth of their total 
income. 

Mr. WitttaMs. That is true in many communities. 

Senator Macnuson. They could run that high. However, in this 
particular case, if your people had to get into these houses at these 
overappraised values, naturally in your coming negotiations after the 
5-year contract is up you would have to consider that and the General 
Electric prime contract would have to consider that, so the Govern- 
ment in the long run does not gain anything. 

In other words, that is going to be part of the negotiations and if 
they are et this much, this high a percentage, to keep the good 
type of workmen you have there, the Government will be pulling it 
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out from one pocket and then will have to take it out of the other in 
the long run; isn’t that correct ? 

Mr. Wutiams. That is right, Senator. We felt, and the point 
that I wanted to make with reference to collective bargaining was, 
that we succeeded in reaching an agreement with the contractor. The 
Government was in charge of that operation. 

We reached an agreement and economic plans were made and then 
these appraisals have ruined the effect of the agreement in that they 
took it out of one pocket. 

Senator Maanuson. And even if they didn’t buy the house, if these 
appraised values stick as official, the Government then is going to have 
to ask comparable rentals. 

Mr. Wiis. Yes, 

= Maenvson. If that is what the house is worth, if it stays 
official. 

Mr. Wiu1aMs. I think that I should say in passing that—and only 
in passing—we certainly hope this matter can Se remedied. We make 
no specific recommendation or specific petition. We hope that it can 
be remedied by the administrative agency. If that can’t be accom- 
plished that way, we certainly request that Congress take care of the 
matter. 

If it isn’t remedied some way, we will regard it, I think, as our duty 
as a representative of working people that we adjust this thing some- 
where, even if we have to go to a court of law. 

I might say that we want to conclude our presentation here by what 
we regard as a sort of an apropos quotation from a judicial decision 
reported in American Jurisprudence. It is a statement as to what 
fair market value is not, and fair market value is not the value that 
can be obtained through the necessities of another, and if these ap- 
praisals go through, these people being captive buyers, will be paying 
what the necessities of the situation demand as opposed to the actual 
value. 

Representative Dempsey. If the appraisal would stand, I think 
there would be few people purchasing their homes. In the first place, 
you are not purchasing a type of home. You are going to build a 
home for yourself. You are buying something that is there and be- 
cause you are employed there or living there you have to have what 
is there, and I think that the Federal Government, which certainly 
desires to get out of the real-estate business, should take that into ac- 
count and not be too “dollar-snatchy,” but satisfy the people who 
are employed by the Government to do a very important piece of work. 

That is the way I look upon this proposition. They shouldn’t be 
trying to make a dollar. They should try to satisfy the people of Rich- 
land. That is the feeling of the committee, I am quite sure. 

Mr. WiuuiaMs. May I say, Mr. Chairman, that in using the term 
“captive buyer,” which appeals to me, at any rate, I refer to the fact 
that there are only so many houses in the tricity area and those people 
have to have a place to live, and you can’t just move out overnight 
and set up a new household somewhere. 

All that takes time, and I think these people have to consider buy- 
ing their homes, but they have a right to fair prices. 


— el a ia Madi el 


=——- 
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Thank you for the opportunity to appear here. 
(Mr. Williams’ full statement follows :) 


STATEMENT OF Davin BE. WILLIAMS, REPRESENTING THE HANFORD ATOMIC METAL 
TrapEes CounciL, AFL-CIO 


FHA APPRAISALS OF DWELLING HOUSES IN RICHLAND UNDERTAKEN PURSUANT TO 
PUBLIC LAW 221, 84TH CONGRESS 















































My name’ is David E. Williams. I am an attorney representing the Hanford 
Atomic Metal Trades Council, AFL-C1O. I am also a vice president of the 
Washington State Federation of Labor. 

The Hanford Atomic Metal Trades Council is a labor organization composed 
of some 19 affiliated local unions. Our organization represents 4,400 maintenance 
and production workers at the Hanford Atomic Products Operation. More than 
70 percent of such employees, of necessity, reside in Richland, Wash. Our con- 
cern for the wages, hours, and working conditions of our people must therefore 
include a deep and abiding interest in Richland shelter costs. In this connection, 
we appear before this committee to protest what we regard as the unreasonably 
high values placed on Richland dwelling houses by FHA. 

Our organization is bound to a 5-year collective bargaining contract with the 
General Electric Co., the operating contractor at Hanford. We did not enter into 
this contract without carefully considering what could happen to us in terms of 
wage erosion during the term thereof. One factor studied, of course, was the 
housing situation. 

The contract of which I speak was negotiated in November 1955. At that time, 
we knew Richland was to be sold to the residents thereof. We were also aware of 
all previous valuations placed upon the various classifications of dwelling houses 
in the town. We referred particularly to the values placed on such houses by the 
Wheeler firm in 1952. We felt free to make such reference with some measure 
of confidence for the reason that the Wheeler firm was and is an established, 
experienced, and competent organization in the field of real property evaluation. 
In short, we relied upon the Wheeler appraisals as the best available guide to 
probable maximums which our people would face when the sales were consum- 
mated. We used the word “maximum” advisedly. Actually, it was our opimen 
that the FHA appraisals were bound to be lower than those of the Wheeler firm 
because of the depreciation factor. While we were not entirely pleased with the 
Wheeler appraisals, their careful examination indicated to us that our people 
could, in the main, accomplish the purchase of their Richland homes without 
completely sacrificing their relative income positions. We therefore regarded 
the housing situation as no grave threat to economic security of those we repre- 
sented and entered into the long-term contract aforementioned. 

The FHA appraisals, when released, were found to be some 25 percent higher 
than the Wheeler counterpart. This difference in important categories was more 
than enough to entirely disrupt the results of careful collective bargaining. Such 
disruption naturally is deeply resented by organized labor. We felt then and we 
feel now that we were booby-trapped by the FHA through utterly unrealistic 
appraisals. We also feel that the Congress of the United States was sabotaged 
by the same agency and by the same process. We say this because we are con- 
vinced that Congress intended that the people of Richland were to be given a real 
opportunity to purchase their homes. It was not, as we see it, the intent of Con- 
gress that our people were to be the victims of a discriminatory squeeze simply 
because they are, in effect, a readily available group of captive buyers. By use 
of the term “discriminatory” we refer to the discrepancies which are immediately 
apparent when a comparison is made between the Richland FHA appraisals and 


those at Oak Ridge. Relating the proposed sales prices to rents now in effect 
the following results are obtained. 
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Median | FHA | Mullti- | | Median | FHA | Multi- 
Type house | apprais- | plier Type house | apprais- | plier 
rent als rent als 
OAK RIDCE RICHLAND—Con. 

Me. ee aed $54. 00 $3, 800 SE anata etbinaemeninien $50. 00 $9, 000 180 
[/_— 59. 00 4, 450 TS Rite citi ail aati till 70, 00 10, 600 152 
OTe neuismaaccutaamanee 65. 00 5, 350 Oe Be bsetytoodnentaience 55. 00 8, 100 147 
ER e racine bbesedint 73. 00 7, 000 06 Bhs etusndabeuies 77. 50 12, 300 158 

ste connie, 78. 00 7, 000 89 || Prefab: 
Wawis deeds ses <5 80. 00 7, 800 98 1 bedroom. ....-- 29. 65 2, 750 93 
LO Diicintintinbeets 39. 00 2, 875 73 2 bedrooms_... 32. 30 3, 300 102 
DE DE tcccubane naive 42. 00 3, 000 71 3 bedrooms-.--.-- 36, 40 3, 800 104 
Prefab A-6........... 24. 00 2, 875 MOH Dy sivaded dl Usd. 62, 50 10, 400 166 
Prefab B-1.....-..... 32. 00 3, 375 965: Miakac sie < 72. 50 12, 000 165 
Dh enatini> sinteieanbiianaetes 80. 00 12, 500 156 
RICHLAND ices eeararaaad cee 82. 50 13, 000 158 
MD Beis ti cebud 92. 50 15, 000 162 
Asa’ BBLS .. ah 80. 00 12, 500 BGS th Bice cincahs wseepeienn 85. 00 12, 500 147 
a 70. 00 12, 500 gh ie? eine te een ER 47. 50 7, 250 152 
ten Caen eeens 125. 00 17, 000 TE ere thom ceciledoe 52, 50 8, 300 158 
Tite diesdik eke 75. 00 10, 600 BER Wik Lees kk 62. 50 9, 800 152 
isd estanededeei ued 60. 00 8, 700 ee ee ee 67. 50 10, 250 152 











Thus, no one in Oak Ridge need pay more than 119 times his current rent minus 
deductions and improvements for his home. The average multiplier in Oak 
Ridge is 87.7. Looking to Richland, most of our people are confronted with a 
multiplier of 150 and over. These differences, in our opinion, entirely justify use 
of word “discriminatory,” for all its harshness. 

We do not know precisely where FHA went wrong in making the appraisals 
in question. Such agency maintains in its Basic Data Report that is con- 
sidered such unique matters as the one-industry aspect of Richland, the wartime 
construction of many of the houses there, the age and quality of the utilities, 
the uniformity of the dwellings, and the consequent lack of choice on the part 
of the residents, as well as other and more conventional factors usually applied 
to realty evaluation. We suspect, however, that FHA went through all the 
correct motions in evaluating the Richland dwellings but never genuinely achieved 
the feel of the real situation there. We feel that an examination of the situa- 
tion with reference to a Richland B house will serve to illustrate what we 
mean. Such house is a wartime-constructed duplex, built to accomplish a tem- 
porary purpose. It is equipped with substandard plumbing, substandard wiring. 
It has no subfloor. If it is reasonably attractive, this is only because its occu- 
pants have made it so through their own landscaping and decorative efforts. 
The total rent involved may be as low as $55 per month and will be no higher 
than $95 or $47.50 for each unit. The Wheeler organization appraised a typical 
B house at $7,650. FHA somehow arrived at what we must regard as the 
fantastic total of $12,500. There are 520 B houses in Richland. Many of them 
are occupied by members of our labor organizations. We have been repeatedly 
assured by such members that they cannot and will not bind themselves to pay 
such a price. This reaction, in our opinion, should clearly have been antici- 
pated by FHA. The same story, in all its particulars, can be applied to other 
categories of Richland dwellings. In this connection we have and submit as 
exhibits drawings of Richland houses complete with pertinent details as to 
design. We feel that these illustrations, together with the above-mentioned fac- 
tors rendering Richland a unique market place for the sale of realty, will give 
= rage a better understanding as to the basis for our complaints against 
the F 3 

What have been the affects of the FHA appraisals on the morale of the Rich- 
land work force? We turn to this aspect of the problem created by FHA because 
we feel certain that Congress is interested in accomplishment of the Hanford 
function with efficiency. Morale of the people manning the plant is, of course, a 
very important element in this matter. W. E. Johnson, GE's general manager of 
the Hanford atomic products operation, has said: 
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“As prime contractor at Hanford works (GE), we must do our job expeditiously 
and well; and our mission here would undoubtedly suffer if the transition to 
private ownership caused disruption in the life of the community.” 

We are here to say that the life of the community of Richland has been dis- 
rupted by FHA. We are here to say that the mission referred to has suffered 
and will continue to suffer until a remedy is effected. The residents of Richland, 
both those who were in favor of disposal and those who were opposed thereto, 
are now concerned with one prime matter, i. e., “Are we to be forced to buy our 
homes at FHA’s unrealistic prices?’ Under such circumstances, accomplishment 
of the job at hand is necessarily prejudiced. 

We make no precise recommendation for correction of the matters subject to 
our complaints herein. It is our feeling, however, that fair prices for the Rich- 
land houses would be well below those suggested by the Wheeler firm in 1952 so 
as to reflect depreciation since that time. If FHA can accomplish this through a 
review of the situation, so much the better. If corrective legislation is necessary 
we petition the Congress to pass the same so as to avoid the necessity of the pro- 
longed and expensive litigation which our union is willing to undertake if 
necessary. 

SUMMARY AND CONCLUSIONS 


1. The Hanford Atomic Metal Trades Council: is vitally concerned with the 
matter of Richland shelter costs because of its direct affect on the wages of 
Hanford workers. 

2. The gains of collective bargaining stand to be watered down if FHA apprais- 
als of Richland houses are allowed to stand; this is entirely unfair since we are 
bound by a 5-year contract negotiated with good faith reliance upon previously 
announced appraisals arrived at by a reputable firm. 

3. The FHA appraisals discriminate against Richland as opposed to Oak Ridge. 

4. The entire situation has adversely affected morale of the Hanford work 
force. 

5. Fair prices would be significantly lower than the Wheeler prices suggested 
in 1952. 

6. We should prefer the matter to be corrected by FHA or Congress. If this 
cannot be done, we feel it our duty to test the appraisals in a court of law. 

In conclusion, we wish to quote from American Jurisprudence as to what fair 
market value is not—it is “not what it could be obtained for in peculiar circum- 
stances, when greater than its fair value could be obtained; not its speculative 
value; not the value obtained through the necessities of another” (55 Am. Jur. 
950, see. 556). In our opinion, if Richland is sold upon the basis of present FHA 
appraisals, it will be a classic example of values obtained through the necessities 
of others. 


Comparisons, Wheeler-FHA appraisals 


' | _ ™ a | cece i - 
Wheeler FHA Wheeler FHA 
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1952 1956 1952 1956 
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BEDROOM *} 


X LIVING AND DINING 
1] 


x 


° s 10 





Sil Yami Hou 


Single Family Unit 
One Story 
Two Bedroom 


Type: 


Overall Size 
Rooms 
Basement 


Living Room 
Closet 


Dining Room 


Kitchen 
103 Lin. Ft. Worktop 
103 Lin. Ft. Cupboard 
Broom & Storage Clo. 


Size 


None 


24’ 6" x 27° 0" 
Area 


None 


130" x 10’ 6” 136} sq. ft. 


2’ 0" x 2’ 6” 


5’ 6” x 9’ 0° 49} sq. ft. 


7’ 6" x10' 6 79 sq. ft. 


2’9" x 7°10" 214 sq. ft. 


Bedroom ¢1 10’ 5” x 10" 5”° 108 sq. ft. 
Closet vers? & SS o&&. 
Bedroom #2 79" x10’ 6” 81 sq.ft. 
Closet 2°6"x 2’ 6 6 sq. ft. 
Bath §’0"x 7 6” 37h sq. ft 
Hall 2’6”’x 5’ 3” 13 sq. ft. 
Closet (Front Porch) st a 6 sq. ft. 
Total Houses - 675 


No Basement - 


Electric Heat 
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MASTER 


BATH 
manere:-: CI] BeoRoom 


LIVING ROOM 


KITCHEN DINING 
SPACE 


DINING 
SPACE 


LIVING ROOM 


MASTER 
BEDROOM 


TYPE 


Type: 


Overall Size 
Rooms 
Basement 


Living Room 
Closet 


Dining Room 

Kitchen 
8 1/4 Lin. Ft. Worktop 
3 3/4 Lin. Ft. Cupboard 
Utility Room 

Bath 

Hall 


Bedroom #1 
Closet 


Bedroom #2 
Closet 


aD UNIT Total Houses - 10 


No Basement Oil Heat 
Two Family House 
One Story 
Two Bedroom Units 
24’ 0" x Sé’ 
Size Area 
None None 


10’ 5’’ x 13’ 4” 
2’? 6" x 40” 10 


ee" x 91" 59 


66" x 9° 3” 60 


65 
35 


12 


7 


*Second half of duplex is opposite hand of first hail. 
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| re Your 


Type: Two-Family Unit 
Qne Story 
Two Bedrooms 


Overall Size: ae'6" x 72'0" 
Roams: Site 
Basement 
Launéry ) a 
Furnace) 20°10" x 23'°6 
Fuel 
Staire 3* 0” x 10°0" 
Firet Floor 
Living Roam 43'C" x 19'0" 
Coat Closet 2°6" x &*0" 
Stair Closet ~~ = ye 
Dining Roam 86" x 10°6" 
Kitchen 7'6" x 10°0" 


6 lin. ft. worktop 
10$ lin. ft. cupbdd. 


Ball 





Linen Closet 2°2" xz 2°'10" 

Broom Closet 16" xz 2° 4” 

Bedroam #1 g'u" x 12*" 

io 615 Closet . 2° 6" x5" 3° 
Bedroom #2 9° 9" x 10' 7° 

Closet 2° 2° x 5° 6° 

Bath Sea TS 
Stair Perrys 


Senator Magnuson. I would like to say for the record, Mr. Chair- 
man, that Mr. Williams is one of the vice presidents of the AFL-CIO 
in our State, and he knows this collective bargaining problem very 
well. 

Senator Jackson. In addition, Mr. Williams is a practicing lawyer. 

Mr. Monson. Our next witness will be Mr. Virgil MeVickers, chair- 
man of the Federal Leaseholders. 


STATEMENT OF VIRGIL 0. McVICKERS, CHAIRMAN, FEDERAL 
LEASEHOLDERS, RICHLAND, WASH. 


Mr. McVickers. Chairman Dempsey and gentlemen and ladies, I 
am Virgil MeVickers, a graduate of the University of Idaho, managing 
in education and business, taking advance studies in money and bank- 
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ing, investments, and accounting. During the past 23 years I have 
been in the construction and the investment field. I am chairman of 
the Federal Leaseholders of Richland, Wash. 1 would like to tell you 
what the leaseholders is composed of. It is a nonprofit organization 
of the Richland businessmen to evaluate and expedite the disposal 
program. In 1949, I, with many others, was invited to Richland by 
the commercial supervisor of General Electric, a prime contractor for 
AEC, to see if I would be interested in putting up a business building 
in a proposed new shopping center. 

I might add that at this time General Electric had spent thousands 
of dollars in advertising for business entrepreneurs to come to Rich- 
land. They felt that a balanced commercial development was a prime 
concern. 

The necessary literature was given to me in order that I might be 
induced to come to Richland. It was pointed out that if I put up a 
jewelry store, and their schedule provided for only two in Richland, 
there appeared to be an attractive deal. 

In sible it was pointed out that Richland was a controlled town, 
well policed, well managed, and that houses would be available, and 
many other inducements were cited. 

After this orientation I was made to feel that I was very important 
to the plant production and morale, and would be doing the com- 
munity a considerable service, and also to the AEC indirectly in the 
production of their commodity. 

It was also pointed out very forcefully that AEC was anxious to be 
out of the real-estate business and that steps were being taken to sell 
the city to its citizens, that by coming in now and being on the ground 
floor it might be a very good time to make an investment, by so doing 
I would have the right to buy the land and it would be put in the lease 
to that effect. 

It was anticipated that the Government would sell the land at a 
reasonable price. It was further stated that they could not promise 
us any warranty that we would be successful as a large percentage of 
the business was being done outside the city of Richland, that there 
would be certain risks involved, but it looked good to them and they 
would do everything possible to make the uptown shopping center com- 
plete. 

This they did after 4 years of effort. as the same time they were 
inviting bids on outlying neighborhood area 

I would like to say that over a period of this 4 years they did have 
quite an effort put forth to induce businessmen to come to Richland. 

Senator Jackson. Mr. McVickers, what is the average lease period 
at the present time?» Do you have any idea on that? 

Mr. McVickers. The outstanding leases that we have are approxi- 
mately in the neighborhood of 20 years. 

Senator Jackson. That isthe average ? 

Mr. Vickers. I would say that is fairly close to the average. After 
we said we would come in and the terms were agreed upon, we im- 
mediately had plans drawn for the buildings, and the buildings were 
under construction before the completion of the leases or the signing 
of the leases. We had no say—and this is very important—in the word- 
ing of the lease or its contents, except for the rate of payments. Under 
that section where it stated we had an opportunity to purchase land, it 
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made no reference to the fact that we would be paying a premium or 
a bonus for the right and privilege. Therefore, it was our firm con- 
viction at the time, and it was so understood, that the sale of the land 
would be at a fair and equitable price and that the Government had no 
intentions of staying in business or participating in the operation of 
the town. 

We would like to state that the businessmen of Richland have taken 
an active part in the disposal program. Actually and realistically, this 
is what happened: When the businessman made his bid on a certain 
parcel of land to erect his own building for whatever type of business 
it may be, he was offering a higher than normal rental for a franchise 
to do business in Richland. This high rental created a high land value 
and in this unrealistic appraisal just completed we were penalized due 
to the franchise that does not exist today. This franchise right to do 
business in Richland actually disappeared from the scene in 1950 and 
has no value today. By the high rental established the merchant’s 
position is this: that we have a leaseholder’s interest in the land, that 
over and above a fair return to the Government for land use any addi- 
tional income is due to a great extent to the construction of the business 
building and at no cost to the Government and the individual ability 
of the merchants. 

Under the disposal program of a fair and reasonable price, it is im- 
possible for the small-business man to speculate or make a windfall. 
All of our approaches have been aboveboard and on the table. 

I would like to review some of the problems that the ee had 
in regard to commercial properties. For the first time the appraisers 
that came in upon a fee basis to appraise a commercial property recog- 
nized the uniqueness of the town. Here was a whole community with 
a spot ribbon development, one downtown shopping center a mile from 
the uptown shopping center, no regular street formation and street 
traffic pattern, and then to make their problem more difficult there 
was the greatest hodegpodge of leases that probably they had ever seen 
in all of their appraisal activities. These leases were only limited by 
the complex ingenuity of the human mind. 

To give an example, some of the leases had small down minimum 
payments with a high percentage. Others had a high percentage 
with a very small down payment, and vice versa. Some of them had 
a complicated form of percentages on the gross rental returns. When 
they were analyzed they could not come up and say what would be 
a fair value based upon the leases. 

Then the appraisers were confronted with this factor: they could 
see the finished product of our buildings and our development, but 
they could not recognize or picture what took place before this de- 
velopment of the naked land or the cost of the naked land to the 
Government, or the amount of activity and fill it took to develop this 
property. They could not sense that. They had no way of sensing 
this franchise and why we went in and paid this high rent in order to 
have a franchise to do business in Richland, a controlled town. I do 
not believe it was humanly possible to come up with anything but an 
unrealistic appraisal on the commercial property and that adjust- 
ments would not have to be made. 

I think the businessmen were probably hoping a little too much 
when they thought that probably a realistic appraisal could be made. 
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To show you what this unrealistic appraisal means to the mer- 
chants, the average sales price of commercial land in Kennewick, our 
a ar city, almost adjoining our city, is $2.62. We are asked 
to pay $4.81. 

linda JACKSON (presiding). State that again. You are talking 
about the square foot? 

Mr. McVicxers. Yes, the square foot price in our adjoining town 
of Kennewick. 

Senator Jackson. Identical building? 

Mr. McVicxers. We are talking about land values now. It was so 
difficult, I believe, in these appraisals, that they had to go to the 
square footage in establishing what they termed was a fair market 
value on the land, and taking the actual sales in Kennewick it came 
to $2.62. 

Senator Jackson. Is that on vacant land? 

Mr. McVicxers. Actually they took the building and backed it off 
of the property, leaving the vacant land. 

Senator Jackson. Does that take into consideration comparable lo- 
cation and comparable volume of business ? 

Mr. McVicxers. It does. It takes in all the area in the 60 to 100 
percent locations. 

Senator Jackson. So the appraisal made in the instance you re- 
ferred to, in the case of Richland, is about double that, almost? 

Mr. McVicxers. Yes; it is almost double. 

Senator Jackson. Of Kennewick? 

Mr. McVicxers. Of Kennewick. 

Senator Jackson. I think this is important. That is based on iden- 
tical locations as near as it can be so determined with reference to sim- 
ilar types of business ? 

Mr. McVicxkers. Yes. The average in Kennewick of similar types 
of business of $2.62 is comparable to the average in Richland of simi- 
lar locations of 602/100 percent of $4.81. 

For the record, we must not underestimate the value of the business- 
man to the community. 

Senator Jackson. Thank you, Mr. McVickers. 

(A supplementary statement was received from Mr. McVickers and 
is made part of the record at this point. ) 


SUMMARY OF COMMERCIAL DISPOSAL PROBLEMS IN RICHLAND 


Prices on commercial properties, per the appraisals, has these inherent defi- 
ciencies. 

Prices established at peak of inflation does not allow for the long pull. 

Prices as established does not allow for a cushion in business cycle. 

Prices as established based on too high a rental base. 

Due to the above factors, any prudent businessman would not buy at the 
prices established by FHA. They are not economically sound. 

Therefore, the whole disposal program is in serious trouble. Unless some re- 
lief is being considered, the complete program of selling the community to its 
citizens will not be possible. 

On the inflationary prices given, they are shown to be over 40 percent above the 
prevailing prices for commercial lands and properties in Kennewick. 

The vacant land problem: Per the appraisals of FHA, no discounts for the 
excellent sites available for commercial, retail, and industrial businesses were 
allowed. 

It is difficult to see how a fair appraisal could be made without the proper 
credits being given to that very important point and especially in the light of the 
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Government saying they would be for sale, and on a bid price, which will be a 
true market value. All of the prices other than the vacant land has been set 
by the sellers with no regard to the willing buyers’ views. By placing all of the 
vacant lands on sale will immediately lower the value of all rental income and 
will at the same time lower the land values. It is not unreasonable to expect the 
level to immediately settle somewhere in the neighborhood of the market values 
in Kennewick. 

This is a most uncomfortable position for the Government to take in establishing 
prices on their commercial properties, when they have a captive buyer in the 
small-business man, and when they know he cannot very readily move his in- 
ventory or buildings that he has erected at his own expense, and therefore at the 
will and mercy of the Government. 

The businessmen have received no discounts of any kind on the appraisals, or 
indemnity, as stated in the bill for the residential. Our purpose in the commu- 
nity is one of vital importance, as to any community. We feel that the businesses 
in Richland are a vital part of the community, that our prices must be fair and 
equitable to carry out the intent of the disposal program, and in order to carry 
out the orderly transfer, the morale of the people and the welfare of the com- 
mercial people must be given due assistance and help in this very important 
manner. We have stated again and again that we do not wish a windfall, but 
the Government is willing to assume windfalls on the rentals received over and 
above a fair return on the land, and a windfall on the increase of land values 
due to a great extent upon the ability of the businessman to produce revenue and 
to the building which he placed upon the lands. 

The Government took land residual for one of the factors in determining values. 
We feel the most fair way to do this—and I wish it to be underscored—is this. It 
is to recognize in the appraisal field that there is a building residual. It is a 
technique in which land is valued independently of the building and the fair 
annual net return on the land value (interest) is deducted from the estimated 
net annual income to the property. The residual amount is said to be attrib- 
utable to the building and is capitalized to indicate the building value. If they 
used this method it would be fair and would not penalize the merchant when he 
purchased the land. That is why we feel this land windfall is unfair and the 
Government has recognized in the past that windfalls should not be allowed to 
private business where it is connected closely to the Government’s interest. 

We ask the serious question of how we may be of service to FHA and HHFA 
in working out a successful program for the disposal of commercial properties. 

In conclusion, I believe it can be stated that the commercial interests of Rich- 
land are opposed to the FHA appraisal prices for the basic reason that they 
are contradictory in theory to the development of an independent Richland 
business community and do not take into account the wise and prudent reason- 
ing which underlies the original encouragement of business. The creation 
and continuation of a healthy local business economy by the Atomic Energy 
Commission was an essential and integral aspect of the overall approach in 
establishing a community which would maintain and succor an indispensable 
defense plant. 

The Commission held out attractive inducements to prospective businessmen 
with the realization that a community could not exist without indigenous 
commercial support, including food, drugs, luxuries, and all the myriad of 
services which every American community considers necessities of life. In 
the fall of 1950 the AEC appointed an advisory panel on community opera- 
tions, the chairman of which was Mr. R. G. Scurry. One of the principal 
conclusions of this panel’s report is, and I quote: 

“The communities and the housing and other facilities which they embrace 
bear an important relation to the AEC program. Their effect on the recruit- 
ment and maintenance of personnel both in terms of numbers of workers and 
in the grade and morale of workers is sufficient to make the present attractiveness 
and efficiency of the towns a continuing concern of the Commission.” 

The report further stated : 

“Whatever policies are adopted and whatever actions are taken with respect 
to community affairs and housing in the two areas (Richland and Oak Ridge) 
they must serve the principal AEC mission.” 

Inherent in this discussion of the feasibility of disposal is the stated desire 
that what is necessary to continuation of the Hanford plant is the continued 
prospering of a city complete in every respect. 
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We do not represent a group of business speculators, but rather are small- 
business men who have been brought to Richland with the prospect of doing 
a service to an assential Government community with the stated promise of 
realizing a fair return for our investment. We as a group of businessmen fully 
realize the value of Richland to the national security and further appreciate 
that Congress intended in enacting Public Law 221 to insure that ownership of 
the city be transferred to its citizens in a fashion which would insure the least 
disruption of its defense plant. The businessman of Richland is pleased he 
has been a part of an important program and satisfied that he has been fairly 
compensated for his participation in a unique community. But it is tou much 
to expect that he will undertake to continue business operations under conditions 
which, as enumerated before, would place him in an unfair competitive posture 
with future business interests. We were asked to partake in a business oppor- 
tunity in an untried desert area almost wholly unknown to many of us. We were 
told there would be a chance to own our own land as well as our own enterprise. 
Most of us transplanted our roots from areas far removed from the desert con- 
vergence of the Yakima and Columbia Rivers. Is it unreasonable to anticipate 
that we be given the opportunity of buying our land at a reasonable price and 
thus preserving our fair and equitable interest in a community which we helped 
by our sweat and labors to become a whole city? 

Vireit O. McVICKERS. 


Senator Jackson. Mr. Lewis is the next witness. Suppose you take 
the stand, Mr. Lewis. 

I want to say for the benefit of all those present we will resume at 2 
o’clock, after Mr. Lewis has completed his statement, in this room. 

State your name for the record and whom you are representing. 


STATEMENT OF PAUL R. LEWIS, MEMBER, RICHLAND CITY COUNCIL 
COMMITTEE, RICHLAND, WASH. 


Mr. Lewis. Senator Jackson and members of the committee, my 
name is Paul R. Lewis, a member of the Richland City Council Com- 
mittee that is appearing here. I am the operator of a retail furniture 
store in Richland, a resident of the State of Washington for 46 years, 
formerly of Bremerton, and a resident of Richland since 1949. I 
happen to serve on the Richland Disposal Arbitration Committee, 
composed of 26 members, which was appointed by Mayor McKee, this 
committee having submitted their recommendations previously on a 
fair price to accomplish the disposal of the properties in Richland with 
a minimum of upset to the community morale and for a sound estab- 
lishment of a new home-owned city, which is about to be born if dis- 
posal is accomplished. 

I would like to refer again to Senator Jackson’s remarks as to the 
declaration of policy and purpose as stated in the Public Law 221. 
I refer to these statements because we commercial operators were in- 
vited and given great encouragement and promises to invest our funds 
in Richland in order to improve the morale of the personnel involved 
in the plant because they, the workers, complained of insufficient shop- 
ping facilities as originally provided by the Government before pri- 
vate capital was interested in coming to Richland. 

I must indulge in a bit of repetition because I think it is a strong 
point. Inasmuch as the one-industry aspect of Richland and the pecu- 
liarities of this industry is paramount in the mind of our peop!e, and 
our prospective purchases of residential and commercial properties 
in Richland, but apparently given small import by the FHA ap- 
praisers, I wish to refer to a paragraph in their volume 1 in which they 
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state, and repeatedly state, as to the cities of Pasco and Kennewick 
being our neighbors and part of the so-called tri-city area: 

The former two cities, Pasco and Kennewick, have an advantage because of 
the fact that they were already well established prior to the beginning of the 
Hanford works. 

In spite of this statement we find that the value on all property in 
Richland is factored to be much more valuable than Pasco and Kenne- 
wick. This is speaking of residential as well as commercial. 

Senator Jackson. What is that discrepancy, in your judgment? 
I mean how much of a discrepancy between Pasco-Kennewick and 
Richland with reference to residential appraisals and commercial 
appraisals ? 

r. Lewis. I am not sure that I can answer that. 

Senator Jackson. Could you give some examples as to what the dis- 
crepancy is? 

Mr. Lewis. Dr. Minor said that a friend bought a home in Pasco for 
$3,000 more than what he was being asked for a home with many 
wartime features, and his neighbor bought this home in Pasco, strictly 
modern, and having a full basement, for the small amount of $3,000 
more. 

If that is a comparison, I couldn’t tell you percentages but—— 

Senator Jackson. I thought maybe you might have some. 

Mr. Lewis. No, I did not. In your commercial, as Mr. McVickers 
stated before me, it is double to four times as high in the ultimate re- 
sult, which I will touch on as I come to it. 

I wish to refer to the paragraph on page 64 and 65 of the FHA 
volume 1 which is used to refute one industry being any detriment to 
a city economy. The cities they refer to are cities such as Lewiston, 
Idaho; Pueblo, Colo.; Bremerton, Wash.; and Hershey, Pa. I would 
like to call to your attention that they do fall under the same catego 
as Pasco and Kennewick, having been long established cities. ° 
are a new city, born of a new industry. 

Senator Jackson. As a matter of fact, Mr. Lewis, I don’t believe 
the Government or anyone else has ever disposed of a city the size 
of Richland heretofore. It is at least my offhand opinion that there 
has never been such a disposition. There has been mention made 
from time to time of disposing of Greenbelt, Md., and some 
other minor housing projects adjacent to large centers of population, 
but I do not believe we have ever had a sale of a city involving 30,000 
people in which the people in that city are completely dependent 
upon one industry of possibly uncertain duration. 

If I am in error on this, I think we have representatives in the 
Government who can correct the record, but I do not believe there 
has ever been a disposition of that size and magnitude under like or 
similar circumstances. 

The representatives of FHA are sitting as observers in the back of 
the room and have nodded their heads indicating that this is the first 
time that we have had a sale of this kind. 

Mr. Lewis. Thank you. 

These cities referred to also have basic industries, whereas we are 
not, I don’t believe, in the position yet to say that ours is a basic in- 
dustry. We certainly have hopes that it shall. I refer to these quotes 
because as we go along we find that they are factors that are used to 
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substantiate values and are used by the FHA to establish the prices 
on Richland property. In fact, the one-industry aspect is one of the 
largest factors in a so-called city rating used by the FHA, which is 
a multiple factor that they begin to use to establish attractability and 
desirability of a city as against others. 

We find that when they rate the cities, using Kennewick and Pasco 
all through here as being our neighbors, which they are and very 
closely allied—they rate Kennewick as having a city rating of 73.43, 
where Richland is given a rating of 88.14. Yet you have had previous 
testimony that we are not in the position of having rail, water, and 
direct highway transportation. Our schools are good, but they are 
Government-supported. They will soon have to be supported by the 
people. Your power and utilities are fine. They too are supported 
now by the Government. We will have to assume oes responsibilities. 
We feel that they were overly optimistic in rating Richland above 
cities that are old-established communities and on all of these direct 
water, rail, freight, and similar facilities. 

They use four different methods of establishing commercial prices; 
first, the comparison method against Pasco and Kennewick. How- 
ever, again it appears inconsistent inasmuch as the Kennewick average 
price quoted on page 147 is $2.62 per square foot and Pasco $3.22, or 
an average of $2.92 per square foot of the cities that are consistently 
used for comparison. We find in Richland with a basic price of $4.81 
for the uptown business area, supposedly comparing against Pasco 
and Kennewick on prime and similar locations, the downtown area, 
which is composed primarily of old Government buildings, leased 
to private industry, has a price of $3.44. We find that they took sales 
as a basis and in one instance they have one sale in Pasco that showed 
a square foot selling price of $6.43. One sale only, but that was put 
in to get their averages, over and above all of the others in the neigh- 
borhood of $2.62, which, of course, raised it. 

In referring back to page 147, we find that the final square foot 
prices come out at $7.20, against a Yakima value quoted as $7.32. 
Yakima, however, has consistently been referred to as being the top 
city. That does not and should not reflect in these values, and yet we 
find that we come out about 12 cents below with the final result. 

Third, with relative capitalization, using 1954 and 1955 rents, we 
feel that this was an impractical approach inasmuch as it represents 
a period during a local and national boom—and most commercial 
leases being on a percentage basis reflected this—and cannot be called 
normal, 

I would like to refer back to Mr. McVickers’ testimony on the 
original establishment of the high basic rentals and the purported 
factors by which we were invited to come into the city of Richland. 

The fourth approach was the capitalization of 1955 rents. This is 
still tied directly to the third approach and in many instances the 
leases were under renegotiation at that time, some of them taking as 
much as 11 months to arrive at a settlement and could well have been 
inaccurate in the information that was gotten by the FHA. We find 
that all investment buildings and leases call for the operator to pa 
to the Government 25 percent of their rental income. This acknowl- 
edges that the Commission through its agent felt that 75 percent of 
rental earned is attributable to the building and 25 percent to ground. 
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However, the facts are that in almost all instances of privately built 
buildings the land appraisal exceeds the actual building cost put up 
by the owner. 

We believe that in light of the facts stated and many others, such 
as the fact that it is stated that Richland does 36 percent more busi- 
ness than Kennewick and therefore it is 36 percent better than Kenne- 
wick, overlooking the fact that Kennewick has half our population 
and half of the available retail sales area, actually it shows that Rich- 
land is retaining a smaller percentage of the available spendable in- 
come than does Kennewick and should be rated lower than Kenne- 
wick in place of above. 

It also appears that there is a penalty attached to good manage- 
ment inasmuch as if a property produces a higher rental under good 
management than does another under poor management, the price to 
the good operator is higher than in the other instance on similar loca- 
tions. This comes about when you start using a capitalization of rents. 
The man who operates well and profitably pays for it the second time 
in increased valuation. 

Senator Jackson. Mr. Lewis, it is now 12:30 and we want you to 
have ample time to make your statement. 

If you have no objection we will stop at this point and recess until 
2o’clock. Is that all right? 

Mr. Lewis. That is perfectly all right. 

Senator Jackson. Fine. We will meet here at 2 o’clock and resume 
our session. 

(Whereupon, at 12:30 p. m., a recess was taken until 2 p. m. this 
same day.) 


AFTERNOON SESSION 


Representative Dempsey. We will now resume the testimony or 


statement that the people of Richland are giving. Mr. Lewis was in 
the chair, I believe. 


STATEMENT OF PAUL LEWIS, MEMBER, RICHLAND CITY COUNCIL. 
COMMITTEE—Resumed 


Mr. Lewis. Mr. Chairman and gentlemen of the committee, at the 
recess I had just discussed the point that under rent capitalization a 
good operator appears to be penalized for higher prices as against the 
poorer operator. In light of the above facts, we feel that there is at 
least a 40 percent reduction necessary to bring Richland commercial 
prices more in line with true market values in the area. 

To avoid so-called windfalls, our request is worded “40 percent 
reduction or book value, whichever is higher.” This was put in there 
because there are some instances where possibly in older Government 
commercial buildings, a 40 percent reduction would cause a hardship 
to the Government. We recognize that fact so we have put it in 40 
percent or book value, whichever is higher. 

Senator Jackson. Mr. Lewis, was there an appraisal of the com- 
mercial properties prior to the FHA appraisal ? 

Mr. Lewis. Many of us have had spot check appraisals. 

Senator Jackson. What I meant was at the time of the Wheeler 
appraisal and what is the other one, Fenton ? 
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Mr. Lewis. I do not believe Fenton touched the commercial but 
Wheeler & Russell did. 

Senator Jackson. What is the Russell ? 

Mr. Lewis. It is Wheeler & Russell. 

Senator Jackson. I beg your pardon. 

What were the appraisals by Wheeler & Russell as far as commercial 
property is concerned, with reference to the appraisals made by FHA? 

Mr. Lewis. In some instances, the new appraisals are double; in 
other instances they are down. They are rather inconsistent. 

Senator Jackson. You mean there is no definite consistency one way 
or the other? 

Mr. Lewis. They are all high. 

Senator Jackson. Are the FHA appraisals all higher than the 
Wheeler appraisals? 

Mr. Lewis. No. This is on the commercial property I am referring 
to. 

Representative Dempsry. What basis would they make their findings 
on with regard to commercial property. 

Mr. Lewis. Referring back to the fact that we are known as the tri- 
city area, and we are compared continually to Pasco and Kennewick, 
except up to a point where we suddenly go up and find that our prices 
are double and triple those used in Pasco and Kennewick, but we are 
still in the same trading area. 

Representative Dempsey. The commercial building is usually ap- 
praised not so much on the cost of the building as the volume of busi- 
ness done or the location, the number of people passing a husiness area. 
In many instances they find the value in the number of people passing 
that particular spot. I do not know how they do in Richland but I 
have had considerable to do with it. 

Mr. Lewis. That is true. Of course, in Richland, just to be techni- 
cal, Mr. Chairman, foot traffic in Richland is very deceptive because of 
our particular situation. It is not normal from that standpoint. 

Representative Dempsey. Go right ahead with your statement. 

Mr. Lewis. Inasmuch as Public Law 221 gives the residents a last 
option to purchase and many of the commercial leases contain a last 
option to purchase, and whereas Public Law 221 specifically states that 
the purpose is to disrupt the economy of the cities involved to the least 
possible extent, we believe it is equitable and essential that this right 
of last option to purchase be granted to all leaseholders. 

Some leases do not have that clause in them but many of them do 
have it. 

Representative Demrsry. You mean that the priority is given to the 
concession there? 

Mr. Lewis. In most instances yes. They have the last option to 
buy. 

Representative Dempsey. Is a figure fixed at that time as to the 
value or how do they arrive at the price you will pay? 

Mr. Lewis. Should the sale continue on to where it is put up for 
public bid, those who have last option have that right to meet the high- 
est bona fide bid. 

Representative Dempsey. That exists now at Richland? 
Mr. Lewis. I beg your pardon? 
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Representative Dempsry. You say that that condition exists at Rich- 
land now? 

Mr. Lewis. Part of the leaseholders have it and part do not. 

Representative Dempsey. Thank you very much. 

Mr. Lewis. We feel that these requests justify a more even compari- 
son with Pasco and Kennewick than the present appraised prices re- 
flect. The recommendations of Richland Disposal Arbitration Com- 
mittee, which includes and endorses this request, shows that those resi- 
wear who have studied the Commission position concur in our 

roblem. 
, There is no question in our mind that the residents have a very 
serious problem and are deserving of reconsideration and receiving a 
fair value. We also feel that for the commercial area to assume its 
rightful role in this new city, they must also have a fair and equitable 

rice. 
R Thank you very much. 

Representative Dempsry. Thank you. 

Mr. Monson. Our next witness is Ben Phillip. 


STATEMENT OF B. K. PHILLIP, RICHLAND, WASH. 


Mr. Puiu. My name is B. K. Phillip. I am here as a representa- 
tive of the Greater Richland Chamber of Commerce and I am first vice 
president and chairman of its disposal committee. 

The chamber of commerce is in complete accord and supports in 
its entirety the work, study, and recommendations that are being made 
here today by our city council. 

I first went to Richland 11 years ago. I was assigned there as an 
Army officer in the Manhattan District. Upon separation from the 
service, I was employed by General Electric until about 3 years ago, 
when I went into private business. 

My business and social contacts and also the many organizations 
I have been associated with have given me a range of friends and ac- 
quaintanceship that I believe enable me to speak with some authority 
on the mood, on the attitude and the conditions existing in Richland 
today. 

I vial to refer for just a moment to the statement made by Mr. 
Minor to the effect that the people of Richland were not seeking a 
handout. I wish to reiterate that and adopt his statement as my own 
and include all of the residents of Richland, including also the pro- 
prietors of the business houses, and assure you gentlemen that no 
handout, windfall, or speculation is desired by anyone there. 

The business economy has been seriously affected by the delays and 
the indecision relative to the sale of our community. The seriousness 
has increased during the last few months, and most critically since 
the announcement of the unrealistic appraisals. The decline in busi- 
ness has been extremely notable and has resulted from the uncertainty 
and anxiety in the minds of the residents as well as in the minds of the 
proprietors. 

The factors mentioned have greatly affected normal buying and 
living habits. 

Immediate action to alleviate this situation is imperative. Further 
delay in conclusive action will operate to continue and aggravate the 
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condition. The orderly disposal contemplated by the legislature is not 
being accomplished and will not be until realistic sales offers are made 
for both residences and commercial properties. 

The successful sale of commercial properties is an integral part of 
the whole and is necessary to accomplish the normal community de- 
sired. Sale of one and not the other will defeat the purpose of the law 
and the result will be unsatisfactory to all. 

Private enterprise, including private ownership, relieving the Gov- 
ernment of landlordship and establishment of a tax based on all prop- 
erty in Richland, including commercial, are among the reasons for dis- 
posal of the entire community. 

Should existing appraisal prices remain —— new businesses 
on presently vacant land would enjoy a decided advantage. The ex- 
isting inflated rents and high unrealistic FHA land values obviously 
cannot continue. <A leveling off and a decline would be a certainty 
and true competition between commercial facilities now operating and 
those that would be established could not exist. 

In this regard it should be noted that an unusual amount of vacant 
fe in choice locations is available in Richland for expansion of 

usiness. Adjacent communities have relatively few vacant lots in 
their respective business districts. 

You gentlemen showed considerable interest in the attitude of the 
people toward homeownership during the various stages approachin 
disposal. Indicative was the interest evidenced by the attendants o 
Richland residents at a Home Show conducted in Pasco prior to the 
announcement of FHA appraisals, and it was most notable that great 
interest was shown in plans, devices, methods, and materials designed 
to add to and improve existing houses. 

This great interest clearly demonstrated anticipation of purchase of 
homes by Richland residents. 

Gentlemen, much has been said and much has been written with re- 
gard to the intent of Public Law 221. I would like to quote just a 
smal] portion of that including these excerpts : 


Government ownership shall terminate in an expeditious manner with a desire 
for an orderly sale. 


The Congress made a finding that— 


The continued morale of project connected personnel is an essential to the 
common defense and security of the United States. 

It is respectfully maintained that the mood and attitude of the pros- 
pective purchases in Richland is such that the Atomic Energy Gets 
mission cannot make— 

a finding in writing that there is a reasonable possibility that the Government- 
owned real property can be disposed of in accordance with the provisions of the 
law. 

Gentlemen, we appreciate your time here and I respectfully submit 
to you that the only proper solution to the very real problems that we 
are discussing here before you are, 1, the prompt sale of residences and 
business properties and, 2, at realistic and equitable amounts. 

Thank you very much. 

Representative Dempsey. Thank you. 

Mr. Monson. Mr. Chairman, at this time we have had a request 
from a councilman to say a few words. Mr. Fred Enslow. 
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STATEMENT OF FRED ENSLOW, COUNCILMAN, RICHLAND, WASH. 


Mr. Enstow. Chairman Dempsey, gentlemen, I am Fred Enslow, 
councilman from the third district. My status with regard to this 
matter is that the laymen probably make up the bulk of the potential! 
homeowners in Richland. Our people are not technical people, they 
are lay personnel who perform the mechanics of the plant. These peo- 
ple, although possibly nonprofessional people, are not devoid of com- 
monsense and they do not find any sense in the proposal or the apprais- 
als of the FHA. 

There is a saying, Chairman Dempsey, in Richland now that there 
are three things that increase in value with age: Cheese, whisky, and 
the homes in Richland. 

Representative Dempsey. Will you mention those again ? 

Mr. Enstow. Cheese, whisky, and the homes in Richland. 

This is the attitude of the lay personnel there in Richland. They 
were probably the largest number of petition signers that you received 
a copy of, I am sure, that signed the petition that they did not intend 
to buy. 

Through my appearance, I hope I reflect their attitude, as did Mr. 
Williams, and I am one of the members of 4,400 that he represents. 
This is not entirely all the lay people in the plant. These people sin- 
cerely feel that an injustice has been done to them. 

Again I must say that, although they do not possess the technical 
knowledge that you have heard distinguished people present, they do 
want a fair and equitable price on these homes. These people sincerely 
feel that they are entitled to this and they feel that you can give it to us, 
and they sincerely hope that you will give it to us. 

Senator Jackson. What is your specific recommendation? Do you 
support the recommendations made by the disposal committee of the 
Richland City Council? 

Mr. Enstow. Certainly, Senator Jackson. Many lay personnel par- 
ticipated on that committee and they are in complete accord with it. 

As has been testified before, the people there in Richland have stood 
behind those who were most hurt by the tremendous inequities of some 
of these prices. The degree of inquity, of course, varies with each 
house but our people live in all types of houses. 

Mr. Monson. Mr. Chairman, in conclusion I would like to present 
a copy for the record of the disposal arbitration committee and I have 
a few additional comments here that I would like to make. 

(The information referred to follows :) 


REPORT OF DISPOSAL ARBITRATION COMMITTEE 


To: Richland City Council, Richland, Wash. 


This communication is written to report proceedings to date of the disposal 
arbitration committee appointed by the Richland City Council on May 31, 1956. 
Your committee organized on the same day and at this meeting understook con- 
solidation of public opinion concerning the proper pricing of Richland property. 
Three meetings of the committee have since been held. An all-day session on 
June 2, 1956 concluded efforts to date in respect to housing in Richland. A sec- 
ond session on June 3, 1956 covered the subject of leased commercial facilities, 
and a third session on June 6, 1956 was concerned with vacant lots. The con- 
clusions of the committee may be summarized as follows: 

1. That for each residential dwelling, exclusive of tract houses, offers of sale 
be made according to the attached schedule of house-type prices, which are be- 
fore adjustment for tenant improvements and statutory discounts, and which 
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yary as the appraised value of the lot varies from the typical lot value for that 
type house. 

2. That for each residential tract house, offers of sale be made at a value of 
(a) the multiple of 90 and the basic shelter rent, assuming location on a $1,300 
lot, or (b) the FHA appraised price, whichever is the lower. 

3. That each commercial leaseholder be given the last refusal on purchase of 
the leasehold property. 

4. That the appraised prices as presently announced for commercial proper- 
ties be reduced by 40 percent or to the book value, whichever is higher. 

5. That the pending legislative amendments, Senate bill No. 3822, to Public 
Law No. 221 be passed. 


RESIDENTIAL PROPERTIES—MEETINGS HELD ON JUNE 2, 1956 


After discussions and deliberation, it was determined by the committee that 
recommendations with respect to Richland housing could best be presented by 
means of a definitive pricelist. A price was therefore developed for each of the 
types of Richland housing which in the opinion of the committee, will induce a 
majority of the people in Richland to acquire the homes in which they live. This 
list of prices is submitted herewith. To permit these recommended prices to be 
directly related to the FHA prices, we have used typical lot values listed by 
FHA for each house category so that substitutions of actual lot values may be 
made in each category of individual properties. Following the FHA pattern, 
our recommended prices are before adjustment for tenant improvements and 
statutory discounts. 

With respect to tract houses, which are not susceptible to treatment on the 
attached list, the committee concluded that the prices should be: (a@) The multi- 
ple of 90 and the basic monthly shelter rent assuming location on a $1,300 lot; 
or (b) The FHA appraised price, whichever is lower. 

This committee has developed its recommendations so that prices suggested 
will not only overcome the market resistance which is so apparent, but will also 
return to the Government, except for the statutory discounts, the approximate 
value of its present investment in the properties concerned, as based on FHA 
appraisals or book price whichever is the lower. 


COMMERCIAL PROPERTIES—-MEETING OF JUNE 3, 1956 


Representatives of the Federal Leaseholders of Richland, Inc. met with the 
disposal arbitration committee on June 3, 1956 and presented their justification 
for changes in the presently announced sale conditions of commercial property. 
After committee review of this discussion, the following resolution was adopted 
summarizing the committee’s position on commercial properties : 

“Resolved, That with respect to commercial properties the following be 
recommended : 

“1. The pending legislative amendments, Senate bill 3822 to Public Law 221 
be passed. 

“2. Each leaseholder be given the last refusal on purchase of the leasehold 
property. 

“3. The appraisal prices as presently announced be reduced by 40 percent or 
to book value, whichever is the higher. 

“In support of this resolution we recognize that the Federal Leaseholders of 
Richland, Inc., represent 100 percent commercial leaseholders and we believe that 
their statement to us that this is an acceptable proposal, represents a true picture 
of the situation. We further believe that these proposals will overcome sales 
resistance. Therefore we recommend to the city council that this resolution 
be transmitted to proper authority and be incorporated in the recommendation 
regarding sale of houses.” 


VACANT LOTS—MEETING OF JUNE 6, 1956 


After discussion of the problems relating to sales of vacant lots the following 
statement was approved by the committee: 

“It was concluded that this committee should make no recommendation at this 
time with respect to the appraisal prices of vacant commercial and residential 
land announced by FHA.” 

In reviewing recommendations made in the previous sessions on residential 
housing and commercial property, two amendments both directed toward assur- 
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ing protection of the Government’s interest were approved by the committee and 
are embodied in the pertinent recommendations as presented in this report. One 
concerned tract houses which have a wide variation of lot sizes and it was agreed 
that adjustment for lots in excess of the typical $1,300 size should be made when 
using the rent multiplier formula. In the second case, the previous recommenda- 
tion of 40 percent from appraisal value of commercial property was amended to 
include book price whenever higher. This was done because of the wide variation 
in business properties to assure protection of the Government’s investment in 
every case. 
This report will be supplemented by filing in your office the working materials 
used by the committee. 
Dated : Richland, Wash., June 7, 1956. 
Respectfully submitted. 
GrEorGE C. BuTLER, Chairman. 
WILLIAM B. Kerr, Cochairman. 


Proposed revisions to Richland house appraisals 


Number FHA Richland Richland 


House type of appraisals | FHA total | committee | committee 
houses values totals 
Mi tices hon aeanctacensins.0s keredee a raat aided 408 $12, 500 $5, 100, 000 $7, 500 $3, 060, 000 
ks ittiicah tesidisinmialestbi oekaki aniatpeiemabinedie 520 12, 500 6, 500, 000 7, 500 3, 900, 000 
hs. chem ad encegieisseninegeendeleds die 85 17, 000 1, 445, 000 13, 000 1, 105, 000 
Ri cients antl ddies tncicadadaiieail 8 10, 600 84, 800 7, 500 60, 000 
ae ene SET eee ee eee ae 84 8, 700 730, 800 6, 500 546, 000 
W pskk esmcetacdellnd cba scelaek 250 9, 000 2, 250, 000 6, 000 1, 500, 000 
ns a i a ale salle ni le de da 8 10, 600 84, 800 7, 500 60, 000 
a le 250 8, 100 2, 025, 000 6, 000 1, 500, 000 
Be Ect dcaccsddebke cea eects ae 60 12, 300 738, 000 11, 000 660, 000 
Diitindabddcdddbhackilee cabs 44 10, 400 457, 600 7, 500 330, 000 
i ckxtunimesodinndguitix-cmhsieamiaes 25 12, 000 300, 000 10, 500 262, 500 
1 sestsotrshehiseentssalerdiinenel oguediteniaceehelinanm aia 143 12, 500 1, 787, 500 11, 250 1, 608, 750 
Beas « Sa cdcnudetcucnunkticdecenekeieee 146 13, 000 1, 898, 000 11, 750 1, 715, 500 
ID cctcindicap dia icdiciinwieickeinthe ainda dala 19 15, 000 285, 000 13, 750 261, 250 
Ee ee eee 5 12, 500 62, 500 7,000 35, 000 
MS cGickigvi ahd ohhcith baciitenchamdebanne 110 7, 250 797, 500 5, 250 577, 500 
W t.cteiniansapentaseeheeinetel 340 8, 300 2, 822, 000 5, 750 1, 955, 000 
On ae ee 950 9, 500 9, 025, 000 8, 000 7, 600, 000 
Bi, i dh dod aLh ahila wee deabaee 50 10, 250 512, 500 | 8, 750 437, 
Prefabs: 
Ie Ie ee ee ee ee 103 2, 750 283, 250 | 1, 750 180, 250 
Wire ii 660 3, 300 2, 178, 000 | 2, 250 1, 485, 000 
DUSRIOUNE 62 diicésliuincs iz 513 3, 800 1, 949, 400 2, 750 1, 410, 750 
TRE 4, 781 | is) Oe Sieh 41, 316, 660 |..........-..- 30, 250, 000 


Mr. Monson. The copy of the Richland Arbitration Committee 
report was officially transmitted to you on June 9, 1956. After the 
announcement of the FHA appraisal prices and after public indig- 
nation simmered down, constructive steps were taken by several groups 
and individuals to develop equitable valuations which would 
acceptable to the public and the Government. 

any of these approaches were discussed in gatherings and public 
meetings in Richland. However, due to the deep concern and personal 
interest of every resident in this problem, the emotions began running 
high as each group, in competition with the others, felt their par- 
ticular approach as the best solution. 

The city council therefore felt that the situation had reached a 
point where an objective group of respected and fair-minded citizens 
of the community should bring together for analysis and correlation 


the viewpoints and efforts of the many groups which had spontane- 
ously and voluntarily attacked this problem. 

Twenty-six members were selected from the residents of Richland 
to compose the Richland Arbitration Committee. I have here for the 
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record a list of the names of the members of the committee, the types 
of houses in which they live and the occupations that they follow. 
(The information referred to follows :) 


Disposal arbitration committee membership list 


Name House type | Title and/or occupation 


George C. Butler, chairman. _-. Agrney ant formerly chief counsel, General Electric Co., 
ic . 

W. B. Kerr, cochairman Engineer, General Electric Co. 

Harold Morgan President, Richland Chamber of Commerce. 

Paul O’Brien President, operating engineers, Hanford Atomic Metal 
Trades Council. 

J. V. Thompson President, Richland Stake Latter-day Saints Church. 

Mrs. N. H. Skarshaug President, League of Women Voters. 

Mrs. L. R. Pierce Chairman, League of Women Voters disposal committee. 

Thor Hauff Member, county school board and former Richland School 
Board member. 

R. M. Lewis Business agent, Teamsters Union. 

Homer Moulthrop H General Electric Co., supervisor. 

Paul R. Lewis_- Businessman and secretary, Federal Lease Holders, Inc. 

Father W. J. Sweeney L__.------..| Christ the King Catholic Church. 

Rev. W. G. Greenfield ___....- All Saints Episcopal Church; past president, Richland 
Ministerial Association. 

Harry Campbell Former city councilman and member, Hanford Atomic 

Metal Trades Council. 

C. G. Nielsen General Electric Co. 

Glen Craddock Do, 

p As Be” Re: Businessman and member, Richland School Board. 

ivy. ere eee 4 Businessman. 

Harry Bowen Z- General Electric Co. employee. 

Stan Spohr ale Junior Chamber of Commerce. 

R. J. Pederson T ...----| General Electric Co. supervisor. 

Grant Strong Cc General Electric Co. employee. 

E. H. O’Claire_- Do. 


L. J. Chockie__- ‘ Do. 





Mr. Monson. Consideration was given to the house type in which 
the members resided and care was taken to secure general representa- 
tion in Richland. It then became the objective of this independent 
group, without special interests of any kind to develop from the buy- 
ers’ point of view a set of house type prices which would be generally 
acceptable to the residents of Richland and would not be unfair to the 
Government nor a giveaway program. 

Consideration was also given to providing a return to the Govern- 
ment of approximately $31 million, which represented the total valua- 
tion of the book value of these houses or the FHA appraisal, which- 
ever was lower. The conclusions of the committee may be summarized 
as follows, and they are a part of the arbitration committee report: 

1. That for each residential dweHing, exclusive of tract houses, 
offers of sale be made according to the attached schedule of house type 
prices, which are before adjustment for tenant improvements and 
statutory discounts, and which vary as the appraised value of the lot 
varies from the typical lot value for that type house. 

2. That for each residential tract house, offers of sale be made at a 
value of (a) the multiple of 90 and the basic shelter rent, assuming 
location on a $1,300 lot, or (6) the FHA-appraised price, whichever is 
the lower. 

3. That each commercial leaseholder be given the last refusal on 
purchase of the leasehold property. 

4. That the rs prices as presently announced for commercial 


properties be reduced by 40 percent or to the book value, whichever 
is higher. 
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5. That the pending legislative amendments, Senate bill No. 3822, to 
Public Law 221 be passed. 

Now, Mr. Chairman, you have heard testimony from the residents, 
from the proprietors of business and the representatives of labor 
seeking fair and equitable prices for both residential and commercial 
properties. All are integral and interdependent requirements of any 
community. Certainly a business cannot operate without customers 
nor a city without business. 

The final solution to the present condition in Richland must encom- 
pass a fair and equitable answer to residential and commercial prop- 
erties, Again in behalf of the Richland delegation, I certainly want 
to thank the committee for their invitation to appear here today and 
for their consideration of this very important condition in Richland. 

Thank you. 

Representative Dempsry. On behalf of the committee, I want to 
express our appreciation for your coming here because we learned some 
things that we did not understand and did not know before. 

I think you have represented the people very well. 

Senator Jackson. Mr. Chairman, I had a question or two to ask, 

Representative Demrsry. Certainly. 

Senator Jackson. Mr. Monson, I wonder if you have given any 
thought as to what steps might be taken administratively by the ap- 
propriate Government agencies to forestall possible speculation by 
outsiders in the disposition of the residential and commercial prop- 
erties? 

The bill, as you have stated and others have stated, had as one 
of its primary objectives the maintenance of the morale of the com- 
munity and the stability of the operation of a very important national 
defense facility. The legislation was passed for the purpose of achiev- 
ing those objectives. 

It is a case where we have taken into consideration basic questions 
of policy relating to national security in granting concessions to the 
people who are employed directly or indirectly for the Atomic Energy 
Commission or for the General Electric Co. 

That being the obvious objective of the legislation, it would be an 
unfortunate thing, I am sure you agree, if speculators get into this 
picture and take advantage of it. I think it would be helpful if the 
committee could have some suggestions to prevent any such possi- 
bility, and the attitude of your committee on that subject. 

Mr. Monson. Speaking for myself personally, Senator Jackson, I 
see no objection at all for some expression in the warranty indicat- 
ing that the purchaser refrain from selling at a profit, say, for a 
period of 6 months or a year, whatever is determined to be a reason- 
able length of time. 

I think there are many people in Richland who, if the price was 
right, would buy a house, not of their choice but the house in which 
they are living, thinking possibly in a year or 2 or 5 maybe to build 
their own home, a home of their choice. 

Senator Jackson. You might run into problems if you put it into 
the deed as to title. I have not practiced law for a long time but I 
am merely suggesting that as a possible headache for anyone trying 
to pass on the title. There are lawyers here who are better qualified 
than I am to comment on that. 
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However, would it not be possible to require that the purchaser 
under this act make a certain representation which could be subject to 
perjury or other action? Do you see what I mean? 

Mr. Monson. Yes. 

Senator Jackson. After all, this is for the benefit of the people 
who are performing valuable service to the country at Richland and 
it is not legislation for the benefit of people who want to come in and 
speculate. At least this is my own personal opinion and I hope it is 
the opinion of the committee that is here. 

Mr. Monson. There is this one thought that occurs tome. Certainly 
none of the Richland delegation nor the people in Richland want a 
windfall. If it would give an impression that we were receiving a 
windfall or something by writing in such a thing, why of course this 
would not be in conformance with our thinking but we have no 
objection. 

Senator JAckson. You will leave the means to the appropriate 
people—agency—in the executive branch. 

Mr. Monson. I would say yes. 

Representative Dempsey. How many concessionaires do you have? 

Mr. Monson. Business? 

Representative Dempsey. Business concessions. 

Mr. McVicxers. We have over 109. 

Representative Dempsey. How did they obtain their concessions 
originally ? 

Mr. McVicxers. The majority of them obtained their concessions 
or their franchise by bids. 

Representative Dempsey. Competitive bids ? 

Mr. McVickers. Competitive bids; that is correct. 

Representative Dempsey. What about the extension of the original 
period ? 

Mr. McVicxers. In case of the original period, they will either have 
an option to renew their lease or, if it is a termination of the lease, then 
of course their investment is automatically turned over to the Govern- 
ment at no cost to the Government. 

Representative Dempsey. You mean they can renew the lease? 

Mr. McVicxers. If it is so stated in the lease. 

Representative Dempsry. Suppose it is not. 

Mr. McVicxers. If*it is not, then it reverts to the Government. 

Representative Dempsry. In the event that the Government wants 
to continue that particular type of business, what do they do then; 
do they readvertise ? 

Mr. McVicxers. That would be up to the discretion of those in au- 
thority. 

Representative Dempsry. What has been the practice out there? 

Mr. McVicxers. I would say in those few leases that perhaps have 
been terminated, they were to a great extent the commercial opera- 
tors that were in Government-owned buildings, and in those cases 
they were probably negotiated. 

Representative Dempsey. They were negotiated. 

Mr. McVickers. Yes. ' 

Representative Dempsry. So they were not thrown open to competi- 
tive bid? 

Mr. McVicxers. That is correct. Chairman Dempsey, I would like 
to ask your indulgence. One of our prominent doctors is visiting in 
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Washington and he happened to drop in at this hearing. Dr. Lih 

may have a few comments that he would like to make. 

- Representative Dempsey. We would be happy to hear -from the 
octor. 

Senator Jackson. Mr. Chairman, before that I want to get one 
point clarified so we do not have any misunderstanding in the record. 
I take it that the record will show that all of the people who testified 
this morning and up until now are present in the room. I believe 
from the nodding of heads that there is no objection to asking the 
appropriate agencies within the executive branch to take whatever 
steps are necessary to prevent profiteering and speculation in the dis- 
position of the residential and commercial properties under this act? 

The record shows agreement. 

Representative Dempsey. Unanimously agreed to, I believe. 


STATEMENT OF DR. BJORN LIH, RICHLAND, WASH. 


Dr. Lira. My name is Bjorn Lih, physician and surgeon. I just 
dropped by as a visitor to see my neighbors. When I heard the mood 
of the people in Richland described, I thought I could add to that 
because people do confide to their ministers and their doctors, and I 
have a fairly large practice and do a lot of talking to my patients. 

The impatience and the fatigue of the people waiting for this to 
happen is worse than a child waiting for Christmas. We have two 
psychiatrists in town who are exceedingly busy. It is funny but it’s 
no laughing matter. 

Senator Jacnson. You mean they are busier now than they were 
prior to the announcement of the appraisals? 

Dr. Lin. That is a fact. 

Senator Jackson. You did not want to create the other impression ? 

Dr. Lin. No. 

Representative Dempsey. Doctor, is it not true that the people 
there, until a few months ago, were opposed to purchasing homes 
there ? 

Dr. Lin. They voted that way. 

Representative Demrsry. Three to one? 

Dr. Lin. Yes. 

Representative Dempsry. That is only a few months ago? 

Dr. Lin. That may be, but since the thing was passed, whether 
they want it or not I do not wish to go into whether the prices are 
fair or unfair; that is up to people who know more about it. All I 
thought I could add to this discussion is that people are getting frus- 
trated, they are getting angry, they are thinking of moving out. 

They say, “I don’t want it.” You can always object to this, people 
are foolish, some of them, but we lose people and we lose good people, 
leaving town because they are angry and frustrated. 

That is really about all I wanted to say. 

In my practice I had noticed that to a large extent and would urge, 
if possible, that the whole business be disposed of one way or another 
within a reasonable time. 

Representative Dempsey. Thank you very much, Doctor. That is 
what the committee would like to do. 

Dr. Lin. I know that. I know the difficulty. 
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Senator Jackson. Mr. Chairman, I think it might be well now to 
find out whether there are any other witnesses from Richland who 
desire to be heard. I take it they have all been heard, at least all of 
those that are on the list. 


STATEMENT OF JOHN W. BIGGERSTAFF, RICHLAND, WASH. 


Mr. Biacerstarr. I have a statement that I would like to present, 
Mr. Chairman. 

Representative Dempsey. Are you in general accord with the testi- 
mony given here today ? 

Mr. Biccerstarr. Yes. 

As a past and present landlord in the tricity area since 1946, as a 
prospective purchaser of both my home in Richland and additional 
property as a landlord, I would like to present this statement as to why 
{ would not be interested in investment in duplex property in Rich- 
land at the proposed FHA values. This statement on duplexes also 
reflects into the value of the single-family units. 

Public Law 221 says that the present tenant can lease the house for 
1 year from the selling date. For the first vear the purchaser would 
not realize enough rent at the present rent rates to meet the required 
mortgage monthly payments, with nothing left for repairs or improve- 
ments. 

At the end of the 1-year period the owner is forced to raise his 
rent to a level at which he could make the required obligations and real- 
ize a fair return on his investment. To do this the rent would be com- 
parable to that of the Bauer Day, Wherry Act, units, which have shown 
a vacancy of about 50 percent since they were built. This is because 
of undesirability but not because of a surplus of housing. 

Therefore, I believe that the owner would lose his tenant to the 
single-unit home, which would appear to be more desirable under this 
rent adjustment. Or the tenant would find it more to his benefit to buy 
a lot and build at less expense to him in monthly payments. Without 
the tenant, the purchaser is unable to buy the property. 


A or B duplex appraised value less tenant improvements___.--._______ $12, 600 
Discount 25 percent of indicated value é 


Selling price 
Selling price less 12 percent down payment (mortgage) 


Bankers, mortgage table 15 years (per month) 
Taxes from 1952 appraisal report 

Insurance from 1952 appraisal report 

FHA witholding fund 


Monthly loss 


Senator Jackson. Mr. Chairman, I would just like to say in conclu- 
sion, if there are no other witnesses, that it does seem to me that the 
record that has been made by the very fine witnesses from Richland, to- 
gether with the rather detailed bill of particulars in the form of a tele- 
gram from Mr. W. E. Johnson, general manager of the Hanford 
Atomic Products Operation of the General Electric Co., indicate that 
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there is a need for a downward revision of the appraisals of the prop- 
erties at Richland. 

I think the significant thing is that there is positive testimony in 
the record of a possible exodus of a large number of the key technical 
people from the General Electric operation. Certainly the telegram 
from Mr. Johnson leaves no doubt about it. 

There is a threat to the morale of the community. One of the pri- 
mary purposes of the legislation when it was passed, as stated in the 
declaration of policy which has been referred to several times in the 
course of the hearings, makes it clear that the objective of the legisla- 
tion is to improve the community morale and to make possible the 
working conditions that will not impede the recruitment and reten- 
tion of personnel essential to this important atomic energy installation. 

I do believe that the testimony here corroborates the fact that there 
is a definite threat to the retention of personnel and to the good morale 
hat must be maintained in an important operation such as the pluto- 
nium works in Richland. 

I would like to suggest that if all the public testimony is in now 
that we go into executive session and take this matter up with the 
representatives of the Housing and Home Finance Agency, together 
with the Federal Housing people. 

Representative Dempsey. Thank you very much for coming here 
and giving us the information you have and we appreciate the earnest 
and sincere witnesses. 


(Whereupon, at 2:45 p. m., the committee proceeded into executive 
session. ) 








(The following hearing was held in executive session, and is made 
part of the printed record by mutual consent.) 
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TUESDAY, JUNE 19, 1956 


ConGress OF THE UNITED STATES, 
SUBCOMMITTEE ON COMMUNITIES, 
Joint CoMMITTEE ON AtTomMIC ENERGY, 
Washington, D.C. 

The subcommittee met at 2:45 p. m., pursuant to call, in Room 
P-38, the Capitol, Representative John J. ini (chairman of the 
subcommittee) presiding. 

Present: Senators Gore and Jackson; Representatives Dempsey 
and Cole. 

Representative Dempsry. The meeting will come to order. 

Representative Core. I would like to have some expression from 
the people who made this appraisal which the local people feel is way 
out of line. I think in deference to the people who made the appraisal, 
they should have a chance to tell us on what basis it was made. 


STATEMENTS OF CHARLES SIGETY, DEPUTY COMMISSIONER, FHA; 
JOHN LYNCH, CHIEF UNDERWRITER, FHA; LEE ANDREWS, DI- 
RECTOR OF AEC DISPOSITION, HHFA; RALPH HOMAN, SPECIAL 
ASSISTANT TO HOUSING ADMINISTRATOR; ASHLEY FOARD, AS- 
SISTANT GENERAL COUNSEL, HOUSING AND HOME FINANCE 
AGENCY; STEVEN R. BARKER, EVALUATION SUPERVISOR, FHA; 
AND FRANK MEISTRELL, DEPUTY HOUSING AND HOME FINANCE 
ADMINISTRATOR 


Mr. Sicety. Gentlemen, the Commissioner had to go out of town 
this morning. He expresses his apologies to you but it was an appoint- 
ment made some time ago. Mr. Meistrell will be here very shortly; 
he is the Deputy Housing Administrator. 

From the standpoint of our interest, Mr. Lynch here is our chief 
appraiser and can tell you the specific way in which we went about 
that appraisal job. 

John, would you speak to that please ? 

Mr. Lyneuw. I am John Lynch, Chief of the Valuation Section, 
Washington. 

We have prepared an appraisal here, using a combination of salaried 
and fee personnel, all hired by the Commissioner of the Federal Hous- 
ing Administration. The appraisal has been made to the best of our 
ability in compliance with the terms of Public Law 221. It does not 
represent the judgment of one man alone or of a few men, but repre- 
sents, in fact, the consensus of quite a group. 
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Organizationwise, as explained in volume 1, we prepared the ap- 
praisals of the residential property largely through the use of salaried 
men, salaried appraisers of the Federal Housing Administration gath- 
ered from various offices, including Spokane and extending as far 
through the Midwest as Cleveland, I believe, and Detroit. 

Representative Dempsey. Mr. Lynch, you say the appraisal was 
made predicated on the terms of 221. What specifically in there did 
you follow ? 

Mr. Lyncu. The direction that the Commissioner found the current 
fair market value of the property. That, we feel, is clear and in- 
escapable. 

Representative Dempsey. That is why the figures are as they are 
today because of that instruction or provision of 221? 

Mr. Lyncu. Oh, yes, sir. 

Representative Dempsry. This was not surveyed on the basis of 
what the original cost was, what the depreciation was; it was just 
what the renewal cost would be? 

Mr. Lyncu. Mr. Chairman, valuation is largely a matter of judg- 
ment. 

Senator Jackson. Right at that point, when you mention the word 
“Judgment” the big problem that you have in trying to reach a fair 
evaluation of property such as you have in Richland, both residential 
and commercial, is that you have no previous precedent, a situation 
wherein a town or city of 30,000, with all of its homes, commercial 
establishments are being sold with a single industry supporting them, 
an industry of uncertain duration. There has never been an appraisal 
of anything comparable that the Government has had before. 

We have had Greenbelt, but people can live in Greenbelt and work 
in Washington. 

Representative Dempsry. I think if they appraised it 5 years ago, 
it would have been a lesser rate than now. They took the value exist- 
ing today and that is what the law told them to do. 

r. Lyncu. The law told us to do that. I state that it isa matter of 
judgment of all these factors, and we hired or used within our agency 
the very best brains we had available. The list of fee men who ap- 
praised the commercial property actually reads like a Who’s Who 
among appraisal talent. 

Representative Dempsey. Mr. Lynch, were you to make an appraisal 
predicated upon what you thought to be the proper method to ap- 
praise, forgetting about 221, and the Federal Government wanted to 
get the people who occupy those buildings the ownership, then how 
would you have appraised it? 

Mr. Lyncu. Do you mean, Mr. Chairman, that we would appraise 
each tenant. 

Representative Demrsry. No; I think you would a consult 
the records indicating what was the cost of the different buildings, 


what was the depreciation of the buildings, what was the hazard in 
the purchase of a building. Those are all elements? 

Mr. Lyncu. All those factors, Mr. Chairman, do enter into this 
appraisal. They are considered and, in the judgment of the appraiser 
or the composite judgment in this case, you have the result which 
weighs the good and the bad, everything affecting the property that 
we can discover. 
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Representative Dempsey. You say you gave consideration to the 
value at the time that you made the appraisal and there is an inflated 
value there as compared with what it was 10 years before. 

Mr. Lyncu. Well, of course, my own home that I purchased here in 
Washington has increased rather sharply during the last 4 or 5 years. 

Representative Dempsey. Certainly. 

Mr. Lyncu. I am not here to attack an appraisal made in 1951. 

Representative Dempsey. You see, your home in Washington would 
be different than a home out there because Washington will be here a 
long time, but Richland, how long it will be there as a town as it is 
now, I do not know. I assume the Government wants to dispose of 
those buildings, taking the least loss they can take, and yet being fair 
to the purchaser. 

Mr. Lyncu. The uncertainties and imponderables are all consider- 
able. We had engaged here to advise us Mr. Watson A. Bowes, a very 
prominent appraiser of Denver, Colo., a past president of the Institute 
of Appraisers, if I am not wrong a former professor of economics in 
the University of Colorado and a former president of the National 
Association of Real Estate Boards. 

Mr. Bowes sat with us very intimately all the way through this 
thing from start to finish. Wecombined his judgment again with ours. 

We have two interests in performing this appraisal, as was brought 
out, I believe, by Mr. Mason in his statement to the committee a few 
weeks ago, to comply with the act which designated Commissioner 
Mason or his delegatee as his appraiser, and also with the thought that 
we would, under section 223 of the National Housing Act, be insuring 
loans up to 90 percent of these figures. This, of course, is incidental. 

Representative Dempsey. As I recall what Mr. Mason said, and 
that is what gave me the feeling that the appraisal was one of inflated 
value, and I am sure it has been because the figures that we have 
would seem to indicate that, and that is quite different from Oak 
Ridge because Oak Ridge was not evaluated on that basis at all. 

Representative Corr. Who made the appraisals at Oak Ridge? 

Mr. Lyncu. We had a similar setup. 

Representative Cote. You people did? 

Mr. Lyneu. Yes. 

Representative Cotz. Did you not have the same statutory require- 
ment there that you had here ¢ 

Mr. Lyncu. That is correct. 

Representative Cote. How do you explain, then, that the appraisals 
were acceptable to the people at Oak Ridge and yet, using the same 
pattern for fixing appraisals at Richland, there is such dissatisfaction ? 

Mr. Lyncn. The procedure was very much the same in both cases. 
We did use different personnel because the jobs were pursued concur- 
rently. There was an interchange of opinion and discussion between 
the two valuation supervisors, Mr. Barker of our agency, who is in 
charge out at Richland, and Mr. Jones, who was in charge at Oak 
Ridge; likewise between Mr. Bowes as consultant in Richland and 
Mr. Richard B. Hall, who was engaged in a similar capacity for 
Oak Ridge. 

There was no attempt to groove these things. There must be a cer- 
tain freedom allowed an appraiser and yet we wanted to be sure, as 
we always try to be, that they followed sound appraisal practices. 
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Representative Cote. The situations in the two localities are anala- 
gous, are they not, in that they are Government-built communities for 
the purpose of carrying out a single activity of uncertain duration ? 
Oak Ridge and Richland in principle are the same ? 

Mr. Lyneu. I believe so. 

Representative Cotr. With respect to evaluating the houses, the 
ones at Richland, perhaps the houses are newer than at Oak Ridge ? 

Mr. Lyneu. There are numerous differences. I hesitate to compare 
or contrast the two communities, 

Representative Cote. What are the differences ? 

Mr. Lyncu. There are differences in economy, there are differ- 
ences 

Representative Corr. What would be the difference in the economy 
between Oak Ridge and Richland ? 

Mr. Lynceu. I would suggest that Oak Ridge is a one-industry lo- 
cality, as you suggest, rather than dominated by Knoxville—beautiful 
country. The possibilities of other employment or other industries 
coming in may differ somewhat from Richland, Wash. Richland is a 
part of that tricity area which, in the opinion of all those who studied 
the problem, does have a bright future. 

Representative Core. Brighter than Oak Ridge, you mean? 

Mr. Lyncu. I do not say that. 

Representative Coir. Which do you think has the brighter future, 
Oak Ridge or Richland ? 

Mr. Lyncu. That is a difficult thing to say. 

Representative Corr. From what you started to say, Richland had 
a brighter picture. 

Mr. Lyncu. I do not like to have to compare the two. 

Sir, we had an inquiry recently, to digress for a moment, from an in- 
dividual who moved from a very active city in the Midwest to a very 
active city on the west coast, and wrote to the Commissioner and asked 
why he had to pay more for a house in California in this case than he 
was able to get for his house in the Midwest State. It was rather 
difficult to answer. 

Representative Core. I want to get to the business at hand. You in- 
dicated there were differences in the economics at Oak Ridge as against 
those at Richland, and yet you have not explained what the difference 
in economics are. I wish you would do that. 

Mr. Lyncu. I would feel this way about the economics: That if you 
pulled the atomic energy out of Oak Ridge at one fell swoop, there 
would be a longer period of hiatus before other industry came in to 
pick up the slack. I think it would happen. I think it is a beautiful 
place and I would like to live there myself, but I do believe it would 
take a little time to pick up the slack of the housing supply, labor sup- 
ply, and so on. 

In Richland, we do have a water situation, a railroad situation in 
the tricity area, which in my own opinion would make for a quicker 
absorption of slack if atomic energy pulled out. 

Representative Corr. Then the feeling that you have is that the pros- 
pects are better for filling the vacuum that would be created by the 
Government withdrawing from Richland than they are in Oak Ridge. 

Mr. Lyncu. That, I would say, ismy own opinion. 

Senator Gore. Are you finished ? 
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Representative Coie. I was going to ask if there areany other points 
of diterencs between the two situations. 

Mr. Lyncu. Oh, yes; the differences range, they are more marked 
perhaps in the houses themselves. There are so many of the so-called 
prefabs and cemestos, a higher proportion of that type building. 

In my observation, the maintenance has been somewhat better in 
Richland than in Oak Ridge. All these factors summed up together 
will give the answer, I think, to the question of the differences. 

Senator Gore. Mr. Chairman, do you take into consideration the 
possile need from the point of domestic peaceful use, the difference 
netween plutonium and uranium ? 

Mr. Lyncn. In each case the appraisers and the consultants got all 
the information that they could which is not classified. 

Senator Jackson. This is not classified. 

Senator Gore. Do you know whether or not there is a possibility 
of using plutonium in civilian atomic power reactors ? 

Mr. Lyncu. I believe I have seen a discussion of the possibility of 
using or setting up reactors in Richland. I ain not sure as to that. 
You gentlemen are experts on that; I am not. 

Senator Jackson. Would you yield? 

Senator Gore. Yes. 

Senator Jackson. I want to be fair with you on this and we who sit 
on the committee are laymen, but we go to “college” every day for a 
lecture course, so to speak, and we learn a little bit about this atom 
program. 

I think you will find that, as of now, there is unanimity of agreement 
that the Hanford operation is a straight out defense weapons opera- 
tion, whereas the Oak Ridge operation is one that turns out U-235, 
which can be used for weapons and/or atomic reactors. 

Representative Corz. Plutonium could be used for power. 

Senator Jackson. Now? 

Representative Corr. Yes. 

Senator Jackson. So there is just the reverse of what you had to 
say. 
‘As a matter of fact, there is industry in and around Knoxville to 
absorb people. 

Representative Corr. I do not think you are quite right on that, 
Senator. I will defer to our experts, but I believe that plutonium is 
available as fuel for power as well as uranium. 

Mr. Norris: I do not think they have recognized the problem of 
using plutonium for power. 

Senator Jackson. I was going to say that in the tricity area I do 
not know of any indigenous industry. The only thing that has been 
developed in the surrounding sections is the Columbia Basin project 
which has been substantially curtailed by the holding of that land 
on the slope and you simply do not have industry in that area, whereas 
Knoxville—I defer to my colleague on that. I do know that you 
not only have industry there, but it is coming in all the time. * 

Senator Gore. Not as fast as we would like. 

Senator Jackson. There is something coming from New York. 

Mr. Chairman, I would like to suggest this: 

I think that we could go into great detail for a long period of time 
on how you arrived at that, but it is quite apparent from the record 
that the situation is serious and the thing that removed any doubt on 
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my behalf is the wire from Mr. Johnson, who is as strong an advocate 

for the disposal of Richland as anyone in that area. 

I would like to suggest to the committee that we adopt a resolution, 
that is, the subcommittee, to submit to FHA to take into consideration 
all of these factors. 

Do you have a rough draft ? 

Mr. Norris. Yes. 

Representative Cote. Let me ask a couple of questions. 

Senator Jackson. Certainly. 

Representative Corr. When were these appraisals made known to 
the public? 

Mr. Anprews. May 18. 

Representative Cote. May just past ? 

Mr. Anprews. Yes, sir. 

Representative Coir. Have any of the properties been sold at all? 

Mr. Anprews. Prior to the sale of any property, the Administrator 
of HHFA has to make a finding of feasibility. Now we have the offices 
in both towns, both Oak Ridge and Richland, set up and ready to 
sell, 

At Oak Ridge we have had no troubles and people down there are 
demanding that we sell, but we cannot because this Richland opera- 
tion is tied up with the Oak Ridge operation. 

Representative Core. Well, there have been no sales at Richland. 

Mr. Anprews. We have not made the finding of feasibility yet sir, 
which is provided for under the act. 

Representative Coir. You have not received indications at Richland 
that sales would be immediately made as soon as you make this finding 
of feasibility ? 

Mr. Anprews. If the administrator made such a finding, I think 
there would be the sales. 

Hepemmeseces Cotx. Are there people in Richland that have told 
you they are ready to step up and buy these properties? 

Mr. AnpreEws. Some. 

Repenemntetine Cotz. Of residential as well as commercial prop- 
erties ? 

Mr. Anprews. Yes, sir. 

Representative Cotz. Would you say it is a negligible number of 

ople? 

Pe Anprews. No, I do not think so. 
Representative Coie. Do you think it is a considerable number? 
Mr. Anprews. Yes, sir. 

Representative Cote. Then you feel that this representation of dis- 
satisfaction with the appraised prices that the committee has heard 
today is not completely representative of the attitude of the people 
in Richland ¢ 

Mr. Anprews. I think it is representative of the attitude of the 
people in Richland. I think they will all go —~ to get cheaper 
prices, no matter how satisfied they are. They go along for the free 
ride if there is one, and they will participate in the activity. 

Representative Cotz. One of the last witnesses rita it rather 
well, the doctor I think it was, when he said that the people were as 
petulant as children are when they approach Christmastime. I 
thought that, boy, you used the wrong expression there. 
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Mr. Sicery. I was not present when Mr. Mason made his statement 
to you, but I think he tried to make it clear that we do have a pro- 
cedure on the individual basis, not on the group basis. Apparently 
that is what is contemplated by this pro resolution. 

We do have a mechanism that will provide for a review of ee 
on an individual basis. The way this is set up, obviously I do not 
think it could cope with the problem that you consider here. 

Senator Jackson. If we had an individual problem, we would not 
be holding a hearing or going into this thing. I just wondered what 
comment you had to make with reference to Mr. Johnson, who is a 
very conservative, very sensible individual who feels very deeply about 
this. They are disturbed. He is head of the General Electric, vice 
president, and runs the Hanford works, and the wire is pretty rough. 

I believe you have a copy of it. 

Representative Coz. I think we should have in mind in adopting 
or considering the resolution you suggested what effect it is going to 
have on the people down at Sak Ridge when they are told that the 
same people used the same patterns in making the appraisal for the 
two localities and Congress comes along because of the protest from 
the people in one locality and asks FHA to go back and review the 
appraisals and yet does nothing for the peoete of Oak Ridge. It 
seems to me they are going to have a reasonable complaint. 

Senator Jackson. I think that there is a distinct difference. The 
appraisal made by the private firm at Hanford is substantially dif- 
ferent from the appraisal made by FHA at Hanford; is that correct ? 

That situation, however, did not pertain at Oak Ridge, did it? 

Mr. Lyncu. I am not too familiar with those appraisals in either 
case. I should like to bring out that it is my understanding that the 
Wheeler & Russell appraisal of 1951 or 1952 was made, I believe, 

ursuant to Bureau of the Budget Circular 845 for rental purposes 
in order to establish equity, comparability in rentals. Then there 
was a conversion of these figures to a . rted market value for the 
residential. Those figures were publis od end used by the Bureau of 
the Census. 

I believe in publishing commercial appraisals, there was a state- 
ment made which is rather cryptic that these figures are not repre- 
sented to be the value of the Government’s interest. Just why they 
were published in that way, I do not know. 

Mr. Metsrrevu. Tax purposes. 

Mr. Lyncu. I do know that there was another appraisal made by 
Fenton about 1954 for that same purpose and that appraisal was men- 
tioned here this morning. I do not know whether hearsay is admissible 
at this time, but Mr. Barker could confirm this statement. 

Mr. Barker. That appraisal was much higher than FHA. I don’t 
know what figures you have on this list. It may be the figures quoted 

in the appraisal report, but if you read the appraisal report that 
because it was a Government-owned town, he discounted each value 
25 percent and that was reflected in his final value; that if and when 
the city of Richland was sold to private people that that 25 percent 
would automatically come off. 

_ If you add that 25 percent to his values, you find that with the excep- 
tion of a duplex, they are all substantially higher than FHA values 
of the year following. 
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Senator Jackson. How do you account for the fact that on this 
rental list for housing in Oak Ridge and Hanford you have duplexes 
that rent for, say, $78 a month at Oak Ridge. The valuation is $4,850. 
The closest to that I see at Hanford is $80 a month rent with a valua- 
tion at $12,500. 

Mr. Lyncn. That could well be physical condition, it could well be 
the type of property. 

Senator Jackson. You are really overcharging them on rent then 
at Oak Ridge. 

Representative Coir. Yes. 

Senator Jackson. That is a basic factor in determining rent. 

Mr. Barker. Our feeling was, rents were a little higher in Oak 
Ridge. 

Senator Jackson. I know but just reason that out. 

Looking at this list, you have 2 houses, 2 types, 23 and 24 duplex at 
Oak Ridge that rent for $78 per month. The valuation of $4,850 is 
placed on them by you folks, FHA. At Hanford those same proper- 
ties—that is, those with $2 a month higher rent, are valued at $12,500. 

Mr. Lyncu. May I suggest this possible answer to that question? 

In case of the B duplex, this is just a list of properties selected at 
random a week or two ago for my own information, the B duplex in 
this particular case is renting at $55 per month. Our appraisers’ es- 
timate of the economic rental value today is $123 a month, which might 
tie in better with this figure. 

Senator Jackson. What I am getting at, these rentals were fixed | 
earlier at Hanford and at Oak Ridge as a result of this appraisal made 
at both places in order to readjust the rents pursuant to directive from 
the Bureau of the Budget, and you have this terrible discrepancy. 

It seems to me that people at Oak Ridge have been overcharged in 
rent. 

Mr. Lyncu. They may have been overcharged or, in this case, rental 
of $27.50 for a half a duplex with basements sounds reasonable to me 
in Hanford. 

Senator Jackson. I have talked with different people who were 
personally familiar with this problem and who have no ax to grind, 
and they all come to the conclusion that these appraisals are just way 
out of line. 

Now I do believe if you have substantial purchasers, we ought to | 
have that information and the details of them. That is something we 
ought to go into. 

Mr. Anprews. It is all spelled out in the basic data report, sir. 

Senator Jackson. Do you have concrete data on that point? I am 
talking about people who want to buy. 

Mr. Lyncu. Purchasability ? 

Senator Jackson. Yes. 

Mr. Lyncu. We do not have that list of buyers. 

Senator Jackson. Who has that? This is completely contradicted 
by the testimony we have been receiving. I think we ought to get 
that. 

Mr. Lyncu. We do have advice from our chief underwriter in Spo- | 
kane to Mr. Barker recently. 

Mr. Barker. It was his feeling that approximately 20 percent of | 
the people of Richland would purchase right now at today’s prices. 

Senator Jackson. Twenty percent. 
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Mr. Barker. Then he went on to qualify that, that a considerable 
his ( number would buy. 
ces | Senator Jackson. What types? 
50. Mr. Barker. All types. 
1a- | Senator Jackson. Who is this individual ? 
Mr. Barker. That is our chief underwriter, Mr. Helseth, who is 
now at Richland. I think part of that has been the telephone calls. 
He was getting over 100 telephone calls a day after this mass meet- 
ing. Those have dropped down now to 1 or 2 a day. 
T believe HHFA have also had some inquiries as to purchase today, 
is that right? 
Mr. Anprews. Yes, sir. 
Mr. Barker. Indicating the willingness to buy. They also felt out 
there that quite a number of the other people out there would buy 
except for the fact they are fearful of being ostracized by the other 
















-at @ people and, as was said, are going along for the ride, hoping that if the 
) js MB people can get a cut they will all benefit and they will hold out. 

ab. Senator Jackson. While we are making the record then, is it your 
00. testimony that the basic protest out there is merely an effort to get a 
yn? @@ reduction in price; that they are really going to buy anyway ? 

at Mr. Barker. A number of them. 

iin | Senator Jackson. What percentage do you feel ? 

an. | Mr. Barker. I would say, conservatively, 70 percent. 

cht Senator Jackson. You say 70 percent of them will buy anyway ? 

a | Mr. Barker. Yes, sir. 

red Senator Jackson. We had better go into this, Mr. Chairman, in a 


ade Wg «public session. If we get this out on the table, we will have a ding- 
® dong fight. I want to get the facts. 
Mr. Anprews. I think these people who testified today admitted that 
lin ag they were all going to stand together; that there were certain classi- 
tieations of houses that they were well satisfied with. 
ital | Mr. Barker. Duplexes, A and B. 

j Mr. Anprews. Apparently the D houses are people who have esti- 
mated will move fast and E houses will move fast. Of course, those 
A, Band C are duplexes. 

Senator Jackson. Do you concede you have a real problem with 
duplexes ? 


‘on 


me 
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ind, 
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4 Mr. Anprews. I do not think so. 
eto I Senator Jackson. You do not agree with Mr. Johnson of the Gen- 
swe I eral Electric at all? 


Let. me ask you this question: On the duplexes alone, have you 
found anyone out there in responsible position—forget about someone 
who may have an ax to grind one way or another—that agrees with 
you on your appraisal price on duplexes ? 

Mr. Anprews. I have been in the real-estate business for 30 years, 
and every time I have sold a house the purchaser never wanted the 
price. 

ted | Senator Jackson. I am talking about people not in that category. 
I do not think Mr. Johnson is going out purchasing duplexes. I know 
where he lives and he has one of the special houses not involved in 


spo- I that category. He made specific reference to this question on the 
duplexes. 
tof & Mr. Anprews. The duplexes are occupied by people who are prob- 


ces. ably in the lowest-income bracket. 
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Senator Jackson. To me it is pretty vital for morale; that is part 
of the criteria to determine equity. 

Mr. Anprews. I think there is a resentment by people who live in 
duplexes because people who live in the so-called Gold Coast there, 
in the nice ranch sent are getting a better deal, or they think they 
are getting a better deal. 

Senator Jackson. That would include Mr. Johnson. Why should 


he then take this position, and let me read the parts of the wire that 
are pertinent: 


The principal reasons for the sales resistance appear to be: Subparagraph 1, 


many people are presently occupying houses which are not of the type they 
would choose in a free market. 


Mr. Metstrrety. That would also indicate that they would not choose 
them in an unfree market. 

Senator Jackson. Where are they going to go? 

Mr. Meisrreii. That is the problem. 

Senator Jackson. You are selling a town as is. It is not a case of 
people moving around in all directions. 

I would like to read a little more here. 


The principal reasons for the sales resistance appear to be: 

1. Occupants of houses who purchased them, believing that the prices they 
are required to pay are in fact too high, will feel resentment. This has nothing 
to do with the true market value as it may later be developed but has to do 
with what they believe to be the present price situation. 


2. Those people who would buy at lower prices but who feel that the pro- 
posed prices are too high, and who must in consequence move rather than buy, 
would be resentful of being forced to move, and would be a source of unrest 
until they are resettled in houses of their choice. 

He is talking about a substantial number. 

Mr. Meistreti. That is true of any type of development. 

Senator Jackson. The duplex houses do not represent a popular 
mode of living in the West. Some occupants of duplex houses have no 
desire to become landlords and yet will be forced to that if they 
have to buy. Some people are not confident that resale price will be 
such as to make the purchase a good investment for them. 

5. There is a very strong feeling that the recent appraisals reflect serious in- 
equities between the more modern single-family houses and the old wartime 
houses. This was brought into sharp focus by the substantial difference in rela- 
tive values between the latest appraisal and the appraisal of 1952. The 1952 ap- 
praisal was made public in Richland as part of a market survey conducted by 
the Bureau of the Census for the purpose of determining the marketability of 
these properties at the then appraised values. We believe that the 1952 appraisal 
values have been used by the residents as a yardstick in evaluating the 1956 
appraisals. 

Representative Corz. Is it your judgment that the rentals charged 
for the property in Richland are comparatively low and lower than 
they should have been ? 

Mr. Lyncn. In the present market, yes, they are low, and I believe 
the Fenton appraisal of 1954 and 1955 will show that to be true. 

Representative Cote. Will do what? ) 

Mr. Lyncu. Will show that the rentals do need adjustment upward. 

Representative Corz. That perhaps might be the basis upon which 
the people living in the houses now feel that the — prices are 
too high and they are calculating the value of the house in their own 


minds, using what they are paying as rent in determining the value of 
the house. 
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So it is understandable that they would feel they are being charged 
too much if they are getting a house at a rental which is low. 

Mr. Lyncu. Again, with the random cases, I might give 2 or 3, 
and I will read first the present shelter rent and second, the fair rental : 
$75 and $94, $62.50 and $95.50, $75 and $102.50. Many of them run 
that way. 

Senator Jackson. Yet the rentals at Oak Ridge and Richland, when 
taken together, do not bear out the pricing that you placed on these 
properties. 

Mr. Lyncu. The rentals which we use as one guide to our appraised 
value by use of this gross multiplier which was discussed this morn- 
ing are the economic ones, not the current rents. Obviously, if we 
used current rents, we might be thrown off upward or downward. 

Senator Gore. How do you do that again ¢ 

Mr. Lyncn. Our appraisers estimate the value of the property to- 
day and the demand. 

Senator Gore. From what you say, they have a rent-control bill at 
Oak Ridge. 

Mr. Lyncu, It was hard to use that approach in Oak Ridge and 
at Richland. 

Senator Gore. Do not tell my people at Oak Ridge then because I 
want to get these properties sold. 

Mr. Lyncu. I think you have some beautiful properties down there 
and sites. Those properties are subject to sagas and that will 
show up in relationship to the rents. 

For example, we felt that the cemestos could be rebuilt and made 
better by additions. ° 

Representative Demrsey. What is the trouble with the flattops at 
Oak Ridge ? 

Mr. Lyneu. The flattops in Oak Ridge, as compared with Richland ? 

Representative Dempsry. I am not comparing them with anything; 
I am asking, what is the trouble with them? Why do you not want 
to sell them ¢ 

Mr. Lyncu. That was the determination of the Atomic Energy 
Commission. 

Representative Demrsry. There are 500 of them, the testimony was 
the other day, that the people wanted to buy but they could not because 
they were not for sale. 

Mr. Lyncu. I should prefer not to,speak for them. 

Representative Dempsey. I did not know that Atomic Energy would 
like to have 500. 

Senator Gore. The chairman did not ask you to speak for the 
Atomic Energy Commission. 

What was your appraisal of the flattops? 

Mr. Lyncu. We made no appraisal of those properties because they 
were not listed for disposal. Only the land was listed and we appraised 
the land if vacant. The land is some of the most beautiful land down 
there and that may have had an influence on AEC’s decision. 

Senator Jackson. Mr. Chairman, I am wondering if we could not 
dispose of this matter at this time, at least for the time being, by 
adopting an appropriate resolution. We have a rough draft of one 
here. Then the FHA can get together with the General Electric rep- 
resentative who is the contractor, and someone from AEC, informally, 
to go over this entire problem. 
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We realize you have made a determination but we now have this 
additional testimony, this record, together with the resolution. With 
the views of the General Electric people, the AEC people informally, 
and based on the record that we have here, summarized in this rough 
draft of the resolution which we can go over and finalize, we can make 
a supplemental finding. Otherwise, we are just in a very, very diffi- 
cult situation. 

Mr. Stcery. Senator, we of course want to cooperate as much as we 
can, I think a meeting of that sort would be helpful to reveal some 
attitudes and information that the General Electric people have about 
this, but I am wondering how germane that would be, actually, to the 
problem that we in the agency have at the moment. About all we can 
do is to provide for this proceeding that I described wherein, if there 
is discontent with an individual appraisal, that through this device 
that we have set up, this discontent can be expressed to us and then 
specifically how would this work, John, out there ? 

Would we set up a board in effect ? 

Mr. Lyncu. We had a 3-man board operating doing the appraisal 
job itself, that is, during the entire 5 or 6 months’ fieldwork, and re- 
viewed the appraisals as they came in. We have contemplated con- 
tinuing that board, with possible substitutions from here or from Spo- 
kane from time to time to consider appeals or complaints as they came 
in. Undoubtedly there will be some errors picked up, some changes to 
be made, a tree appraised which a tenant has taken with him and the 
new tenant cannot buy, but this I should think a lawyer would have 
to interpret. 

Mr. Metstrert. Mr. Chairman, may I maké 1 or 2 observations that 
Senator Jackson’s suggestion brings to my mind ? 

We met with representatives from Richland yesterday and many of 
them who are present here this morning. The consensus of that meet- 
ing, if I may sum it up, was this: 

They did not question the experience, the ability nor the integrity of 
the appraisers that the Federal Housing Administration had selected 
to do this job. They were perfectly well satisfied with their compe- 
tence and their ability to make these appraisals. 

The statute, as you all know, provides for a fair market value. Con- 
gress, for reasons known to them, did not choose to set in the statute 
the words “with regard to the Federal Housing Administration.” 
Their principal complaint was net that the appraisals were too high 
based on the legislative language which the appraisers were obligated 
to follow, but that the people did not want to pay those prices. 

I questioned them as to whether that was general, whether it was 
limited to certain types of houses, whether it was limited to entire 
classes of houses, and they said no, it was not a general proposition, it 

yas spotty in each of these classifications. 

Some of these people were satisfied and some were not. They did 
object to the duplexes but they have to live with the duplexes because 
they are there and people living in them and there is quite a substan- 
tial number of them, and if people do not like to live in duplexes be- 
cause their neighbors are living in single-family houses, it is unfor- 
tunate, but that is the situation as it exists. 

I said to them that you know of course that you have a 25 percent 
discount from these FHA appraisals which, incidentally, was not 
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mentioned here this morning. Taking that into consideration, how 
would you feel if Congress were to give another 5 or 10 percent or some 
reasonable percentage across the board to everybody ? 

They said that no, we are not looking for that, we are not interested 
in that. There are lots of people that would be getting so-called 10 
percent additional reduction in price which they are not looking for 
and they do not want and you cannot handle it that way. So we would 
not go along with any flat across-the-board reduction. 

I think one of these witnesses here this morning said that they were 
not looking for that sort of thing. 

Senator Jackson. It would be pretty inequitable. 

Mr. Metsrrety. It would be pretty inequitable, not only in Rich- 
land if that were done, but to be consistent it would have to be done 
at Oak Ridge. 

I asked them fr ankly what suggestions they had for untying this 
knot if it was possible to do so, and unfortunately they had no sugges- 
tions other than a good deal of the talk that you heard here this morn- 
ing. They have not had one appraisal made ‘of any of these properties 
from a competent, recognized appraiser, so they can say, “Here is what 
our appraisers say, and this is what your appraisers say,” and you 
gentlemen all know that in appraising real estate no two appraisers 
ever agree to the exact dollar. 

I want to make it very clear on behalf of the housing agenc ies that 
we recognize it is a difficult problem. Morale is extremely important 
and the matter of personnel in a happy environment. Neighborhood 
is extremely important. 

We certainly do not want to take any action that would be inimical 
to the best interests of that community. 

Representative Dempsey. I notice that you have used the same ex- 
pression so many have here in connection with this, that is, under the 
language of 212. I want to ask youa question. From a practical stand- 
point, assuming that you were going to put in the language that you 
thought best would fit this situation, what would you put in and how 
would you appraise the property 

Mr. Metsrrevt. Mr. Chairman, I think I would have done just what 
Congress did. I think I would have used the language “fair-market 

value” with the amenities that are recognized in the statute, the 15 and 
the 10 percent discounts. 

If I may just continue for a moment, these appraisers that we en- 
gaged are perhaps as well recognized in their field as any men in the 
country and they work very closely with FHA appraisers, all of whom 
are men with long years of exper ience. I don’t know and I can’t say, 
as a matter of personal knowledge, how much they were influenced by 
the fact that it is a one- industry town, and how much they were in- 
fluenced by the fact that it is uncertain how long that plant may be in 
operation, and the question of security of employ ment and continuity 
of employment are factors. They are collateral factors that may or 
may not have been evaluated, but I think the Congress had that in 
mind when they said, “We are going to give a 15 percent discount and 
we are going to give another 10 to cover that very contingency of un- 
employ ment,’ * but whatever you gentlemen feel is proper for us in the 
agency to do, whatever appr opriate action that we can take within the 
limitations imposed on us by law, we want to do it. 
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We want to make that sales program out there as effective as we 
can, but it is not an easy problem, Senator, and I think you realize that. 

Representative Dempsey. Here is a case of putting an inflated value 
on a residence where it may be deflated in just a very few years. In 
other words, it is not just a question of what the Government paid for 
this property. It is a question now that the dollar is worth less or 
the property is worth more and all over the United States that exists; 
propeey is worth more. 

r. Metstrety. That is correct. 

Senator Jackson. I think the real bad part is the fact that in 1951 
the Wheeler Co. did make this appraisal and there is a substantial 
discrepancy. It may not have been as detailed as yours, but there 
is a substantial discrepancy, in some items as much as a 60-percent 
difference. 

They held hearings out there in 1954 when Congressman Cole was 
chairman. 

Representative Dempsey. The values have gone up since 1954. 

Senator Jackson. That is right, but what I am getting at is the 
people out there participated in a hearing in 1954. They had before 
them at that time, when Congressman Cole was there, the appraisals 
made by the Wheeler Co. and there was some acceptance and some 
were against it. 

They were not completely satisfied with the Wheeler situation, but 
I believe they were willing to accept it, were they not, Congressman ? 
I mean there was 0 ition. 

However, now this appraisal comes along and it is way above the 
Wheeler appraisal. 

Mr. Metsrretu. That is true in any real-estate transaction. I ven- 
ture to say if your home was appraised 6 years ago and you had it 
appraised today, the appraisals would not be the same. 

enator Jackson. Why such a discrepancy? I know people out 
there—and again I do not want to get their names brought into this 
thing—who say the FHA—and as long as we are at it we might as 
well put in all the facts—just missed the boat, for example, on the 
duplex. I have yet to find anyone who will support you on that posi- 
tion. It is just unanimous right down the line. Mr. Norris and my- 
self have talked to some people, too, on that point; is not not correct? 

Mr. Norris. Yes, sir, and at great length. 

or aaa Jackson. That is what makes the whole appraisal vul- 
nerable. 

Representative Cotz. This list of appraisers has been out for only 


a month now. It is understandable that initially there would be a. 


shock, and I have a notion that with the next 2 or 3 months, by autumn, 
the people will have absorbed this and considered it, and their protest 
is not going to be nearly as violent as it appears to be now; and rather 
than try to find an immediate solution, I would suggest we do some- 
thing to give the appearance of reconsideration in an honest way and 
yet not try to find an exact solution right now. 

I would suggest, as Senator Jackson has indicated, that FHA, and 
the manager for Richland, and a third one—— 

Senator Jackson. General Electric and AEC. 

Representative Cotz. And the Commission, AEC, get together at 
some early time that is convenient and go over the situation and see 
what solution they can come up with. 
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Senator Jackson. I just wonder if FHA is willing under those cir- 
cumstances, and if the committee adopts the resolution roughly here, 
whether they would be willing to make a decision administratively. 

I think we ought to find that out. 

Representative Cote. I am not ready to adopt a resolution which 
directs the FHA to take into consideration the sales price in respect to 
buyers willing to pay, because that is telling the FHA to violate the 
law. 

Mr. Metstrett. That iscorrect. That we can’t do. 

Senator Jackson. If we can get an answer on this one question, 
would you be willing to reconsider your present appraised prices ¢ 

Mr. MetstreLu. It would depend, Senator Jackson, on what elements 
we would have to take into consideration to reconsider them, recogniz- 
ing as I know you do, that we had three very top appraisal companies, 
who are reputable people. They have their standing in their profession 
and when they give an appraisal they are willing to stand behind it. 
We would have to go back to them and back to our own people and 
say, “We want you to reconsider the appraisals you have made on these 
grounds,” and it is like asking any professional man who has any 
professional standing to tacitly admit his error, unless the error 1s 
properly pointed out to him. 

Representative Cotz. You would have no unwillingness to canvass 
the situation to see if there are any elements that the appraisers had 
not taken into consideration ? 

Mr. Metstreti. That is correct. I am addressing in reconsideration 
whether the committee chooses to indicate to the appraisers what ele- 
ments they are to take into consideration. I would object to the fact 
that they are to take into consideration what the people want to pay, 
because when you say put it on an ability to pay test, I do not think 
any appraiser in his professional standing would attempt to appraise 
property on an ability to pay test. 

Do you agree, Mr. Chairman ? 

Representative Dempsey. Yes. 

Mr. Lyncu. We consider ability and willingness to pay, but have to 
assume a reasonable attitude, and I am not so sure that that exists here 
at the moment among this particular group, but beyond that I would 
hardly know where to go. 

Mr. Metsrreti. That is the point Iam making. 

If we could get some guideposts we could do that. 

Mr. Lyncu. And I would suggest that whatever is done here should 
be in kind for Oak Ridge, because the ground rules are the same. 

Mr. Sicery. I think you will find if a resolution of this sort is made 
the delegation from Oak Ridge will be arriving shortly thereafter. 

Mr. Metstreyu. Yes. 

Senator Jackson. Mr. Chairman, all I respectfully request at this 
time is that the FHA pore testify in public tomorrow and that the 
people from Hanford have a chance to get the details on all possible 
buyers—and let us go to it hammer and tong. 

Mr. Metsrreti. Senator Jackson, we would be very happy if it 
would serve any useful purpose to have the appraisers testify as to 
the methods they used in reaching these appraisals. 

Senator Jackson. You people are the ones who are submitting it 
and you have to do that. 
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Mr. Meisrretyt. You want the FHA and the professional inde- 
pendent appraisers ? 

Senator Jackson. I want your witnesses in here who are compe- 
tent to testify and you folks make the final decision and you are the 
top people in this. I want the record made. 

Mr. Meisrreti. I would like to clarify the issues. 

If you want us to produce as witnesses the individuals who made 
these appraisals and the individual outside appraisers who were the 
consultants and advisers to justify these appraisals, we will be very 
happy to do so. 

I don’t think that is the basic issue we are talking about, justifying 
these appraisals, because I think basically these people in Richland 
are saying, “We are not questioning your integrity. We are not ques- 
tioning the way you made these appraisals. We are not questioning 
the ability of your experts. We are saying that the law itself perhaps 
had an erroneous concept and whether it did or not we don’t think 
we want to pay these prices.” 

Senator Jackson. I do not think they will agree with you on that. 
That is why I want this in public and your testimony that is taken 
down now read back to them, because I doubt whether that is their 
position. 

I think there is a basic difference as to what is the fair market 
value. I think there are some interesting things brought out here. 
You have the assumptions turned around as far as the longevity of 
Hanford is concerned. Hanford is a straight defense operation, and 
there is no private industry over there at all, and if you think the 
employees could be absorbed in case of a shutdown I would like you 
to name one mMmdustry in that area where they could be absorbed. 

Mr. Lyncu. Of course, I did not make the appraisal. 

Senator Jackson. I understand that, but you folks are going to 
have to justify the appraisals. 

Mr. Merstreti. The Federal Housing Administration is willing 
to insure these mortgages, but you are putting in Federal money at 
risk, and if they are willing to insure these mortgages on whatever 
economic life they recognize, I think that in itself is some evidence 
of their reaffirmation of their own judgment. 

Senator Jackson. I would like an explanation in general on how 
you arrived at these prices. I would like details as to the number of 
people who are willing to purchase now. That has been testified to 
be 20 percent. 

Mr. Meisrreii. No: it wasn’t in quite those exact terms. 

Senator Jackson. I want all of that on the record tomorrow. 

Mr. Merstrett. All right: we will do that. 

Senator Jackson, Because it is completely contradicted by the state- 
ments we are getting and, if our people are wrong, let us have it out. 

Mr. Merstreti. To get any statement of a willingness to buy from 
people out there today would be palpably inaccurate, because nobody 
is going to say, “I am going to buy this house at this price,” knowing 
there is a delegation here who may come back 





Senator Jackson. Introduce your past records. 

Mr. Metstrett. We don’t have any past records on willingness to 
buy. We have had less evidence of willingness to buy than these 
people in here this morning who have indicated a willingness to buy, 
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and you can’t expect at this time in the current atmosphere for people 
to come forward and say, “‘We’ll buy,” knowing there is an oppor- 
tunity existing and they may get it for a lot less. 

Senator Jackson. Mr. Chairman, the record speaks for itself. The 
testimony is in the record that a substantial number are ready to buy. 
It has been estimated there are 70 percent willing to buy, and I will 
read the record and then you can offer the proof tomorrow. I think 
that is very pertinent. If, as they say, 70 percent of them want to buy, 
then there is not any basis for this. 

Mr. Metstrett, Mr, Barker says that it was his personal judge- 
ment. We don’t have any evidence and I think you know that. We 
don’t have any evidence which we can come forward with and put it 
before this committee of 60 or 80 or 90 percent having said they are 
willing to buy. 

Senator Jackson. Are you changing your position ? 

Mr. Metstrrett. We are not. Mr. Barker said it was his personal 
opinion. That isn’t based on fact. 

Senator Jackson. I will read the record tomorrow, and the record 
is being made and we will just go into it. 

I think, Mr. Chairman, that is all we can do. 

Representative Dempsey. I have a meeting tomorrow. 

Senator Jackson. These people are all here and it is obvious that we 
are not going to reach any administrative adjustment, in my opinion. 

Representative Dempsry. Senator Gore did not tell me to speak for 
him but I believe he is tied up tomorrow. 

Senator Gore. What I hope will be the final conference on the high- 
way bill is scheduled tomorrow. 

Senator Jackson. Can we meet tomorrow afternoon ? 

Senator Gore. We had a meeting called for 2 tomorrow afternoon, 
have we not, of this subcommittee ? 

Mr. Norris. Not of this subcommittee ; no. 

Mr. Sicery. The difficulty that we would have, of course, would be 
producing some of these people. So many of them are from the west 
coast. 

Senator Jackson. You have your records and you are certifying 
this and you are certainly in a position to offer proof now or you are 
not in a position to testify as you have testified. To justify your posi- 
tion you certainly should be able to do it. These witnesses are here 
and I think we ought to go at it. 

Mr. Metstretit. Mr. Chairman, if I may make this observation, we 
are prepared to bring in our appraisers, qualify them as appraisers 
and qualify these experts as you would do in any proceeding. We 
are prepared to have those appraisers testify in great detail how they 
arrived at these prices, what their considerations were, what they fol- 
lowed, and all of that, and I think give you sufficient evidence to justify 
all of these. 

Representative Core. How long would it take for them to be here? 

Mr. Merstrretu. I raised the question, What purpose will that serve? 
If the general feeling out there among a substantial number of peo- 
ple is that “Even though these are soundly arrived at prices, we still 
don’t like them and we still think they are too high,” then we have a 
much more difficult problem, and that is, What are we going to do 
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about it? And I think that is the issue we ought to address our- 
selves to: Is there a method whereby we can through administrative 
action, through legislation, attempt to solve the problem so that we 
at least remove some of the apparent opposition to these appraisers? 

Representative Dempsey. Senator, I think you will find in these 
different cases here that we had an appraisal in a certain year, 1952, 
or 1951. Now, prices have gone up since then. Material has gone 
up and labor has gone up, and you cannot reproduce for the price you 
could back 4 years ago. I am in the building business and I know 
what I am paying. 

Senator Jackson. That is right; but assuming that to be true you 
still would not come to the illogical difference that you reached on du- 
plex housing because it stands out like a sore thumb. 

Mr. Anprews. I think those duplexes would sell, because you have 
a senior tenant and a junior tenant in each house, and my guess is that 
the junior tenant would then get a chance to exercise his priority. 

In addition to that, we have people in the Wherry houses that have 
priority to buy a duplex house if the priority is reached. 

Then we have the Army, which wants 600 of them, and we have 
plenty of customers for them, sir. 

Senator Jackson. There again, Mr. Chairman, we get right to the 
heart of thistrouble. “The Army will take these.” 

The point is not to move these people out of there. I mean the 
whole philosophy is wrong. The purpose of the legislation was to 
enable the occupants to stay in their houses. These are the people 
who are working there, and that is the very kind of thinking that re- 
sults in this kind of difficulty. 

It is obvious that there is not going to be any administrative ad- 
justment and we might as well face the facts, and I think FHA or 
HHFA should make their presentation tomorrow and let the Rich- 
land people respond to it and, if this is going to be it, then the FHA 
has to bear the full responsibility. I am not going to bear it, I will 
tell you that. 

Senator Gore. Could I ask a question ? 

Senator Jackson. This is just the beginning of a fiight. 

Senator Gore. In view of the fact that I am tied up certainly tomor- 
row morning on a matter of very great national importance, the high- 
way bill, which conceivably could run into tomorrow afternoon, and 
the chairman of the subcommittee is tied up, would it be possible, do 
you think, to persuade these people who come a long way, I know, and 
with limited means, to stay over another day in order that the com- 
mittee could accommodate them ? 

Representative Corz. I am free. 

Senator Jackson. Maybe we could take the testimony. 

Representative Dempsey. Fine. 

Senator Jackson. We have 18 people here. 

Senator Gore. If they can do it, Mr. Chairman, I withdraw my sug- 
gestion, and it might be by tomorrow afternoon I could be free. 

Mr. Metstrett. Mr. Chairman, at the conclusion of our meeting 
yesterday when Senator Jackson very graciously had them all come 
over and talked with us, I made the observation that perhaps after 
this session today we might meet with them again and if possible 
some of the people in the Atomic Energy Commission, and perhaps 
have a general discussion among ourselves and evolve from that dis- 
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cussion a possible suggestion or two that we might make to this 
committee, and if that seems advisable, I would be very happy to 
leave this afternoon or tomorrow morning to meet with their repre- 
sentatives and our own people and we get some of the Atomic Ener 
people over there and see if we can reach some proposals that we could 
mention. 

Senator Jackson. Certainly if you are willing to meet with them 
that is fine. I would like to see this thing settled properly, but I do 
believe that on the basis of the record now we have to have, or should 
have, in all fairness, a hearing. 

Representative Cote. Scheduled tomorrow afternoon? 

Senator Jackson. You meet with them in the morning and then we 
will meet at 2 o’clock tomorrow. 

Representative Cote. Tomorrow afternoon we are going to say the 
same thing over again. 

Senator Jackson. No. We will have them make their presentation 
general as to their conclusions and reconcile them with the previous 
appraisals, with the situation at Oak Ridge, with reference to rentals 
and all the other factors that have been raised in testimony here today. 
When they are through, then let the local people have their say. 
Maybe you can settle something tomorrow morning. 

Mr. Metsrretzt. I am hopeful that we might come up with some 
recommendations, 

Mr. Norris. Earlier in the meeting this afternoon Mr. Meistrell 
made the statement that he thought the 15 percent was supposed to 
take care of such things as a one-industry town and things like that. 
I want to get my recollection of the legislative history straight. We 
were asked to write into the bill a formula for the determination of 
the current fair market value and we refused to do that. Instead of 
that we put that language into the report and we said the things we 
wanted to have considered in determining the fair market value; 
namely, when setting the appraisal initially were these factors: 15 
percent would be over and above this. This is not something that is 
to be taken into account in the 15 percent, but is something to be taken 
into account in the original appraisal. 

Senator Jackson. All right. We will meet at 2 o’clock then. I 
think there are some representatives of the Richland delegation out 
here and I will have them come in. 

Mr. Metstrett. May I ask this one question? I wonder if I could 
get clearly in mind what you want us to do tomorrow so that we can 
get our witnesses here. 

Representative Dempsry. We thought we would follow your sug- 
gestion tomorrow morning and you will meet with the delegation 
that is here from Richland and representatives from the Atomic 
Energy Commission, and see what develops from your conversation 
with those people. 

Mr. Sieery. I doubt very much if it would be possible for us by 
tomorrow afternoon to present the complete documentation that I 
think Senator Jackson is seeking. I think it would involve consulta- 
tion with some of the people that were actually involved in the 
uppraisals and certainly we would want to consult Mr. Bowes, whose 
office is in Denver, who is the chief link as far as the Richland appraisal 
is concerned. I suppose theoretically it might be possible to ask him 
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to fly here, but we would have to inquire. However, I think it might 
be an imposition on such short notice. 

Senator Jackson. You folks are standing by these price tags and 
certainly you know the criteria that went in, the basis, and the reason- 
ing, an soon. You must have that and you should be able to present 
that tomorrow. You should be able to establish what somebody said 
here earlier about the acceptability of it. I want these people to hear 
that. A lot of people are calling up and wanting to buy. 

Mr. Sicery. We are not shirking the responsibility. We are pre- 
pared to go beyond these appraisals, but I think, on the other hand, 
it is 4 o’clock now and I am just trying to visualize the task that I 
will have to set out for myself to bring for you the kind of presenta- 
tion that I think perhaps these people deserve. I just don’t think it 
could be done. 

Senator Jackson. Mr. Barker, you were out in charge of this? 

Mr. Barker. Yes, sir. 

Senator Jackson. How long were you out? 

Mr. Barker. Approximately 5 months. 

Senator Jackson. Are you not in a position to give this committee 
after 5 months out at Richland some statement on the basis of the 
price tag? 

Mr. Barker. I am certain that some statement could be made, but 
you had a very comprehensive statement that you made as to pre- 
cisely what you wanted us to give you. It certainly will be possible, 
I think, to render quite a complete description of exactly what went 
into this and the criteria that we used, but you indicated from your 
earlier remarks that you wanted to virtually turn the whole thing 
inside out. 

Senator Jackson. Oh, no, no. We may be doing that later, but 
you invited some of this. You made a statement, and I am going to 
read the record back, in which you gave an indication of the number 
of people who wanted to buy. 

Mr. Norris has reviewed all of the wires and letters coming in, as 
Congressman Dempsey knows, and if there is any such evidence about 
the number of people that are willing to buy, we ought to have it. 

If these people are misleading us, if they are not giving us the truth, 
we ought to have it. 

If you people are not giving it to us correctly, we ought to have that, 
too. 

Mr. Sicery. All that Mr. Barker said was the chief underwriter 

Senator Jackson. The record speaks for itself. You do not change 
the record. 

Mr. Sicery. He merely said there were a large number of telephone 
calls and the interpretation he placed on it was these people were po- 
tential buyers. 

Senator Jackson. Let’s read the record and we can read it back in 
public tomorrow. 

Representative Dempsry. I wonder if you were taking into con- 
sideration that which I would if I were going to buy a place out there, 
how long I would be there, whether the Government is going to con- 
tinue 10 years or 15 years, and I think that would be the determining 
factor, because in that area I could not conceive of any industry mov- 
ing in to replace what is there now. The employees there now are all 
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people who are getting a high salary, comparatively, and they have 
permanent work. They are not laid off for a week or so. It is a hazard- 
ous situation. 

Mr. Meistrecy. Mr. Chairman, as I recall, the statute provides for 
that contingency in that it permits another 10 percent discount from 
the appraised prices for the uncertainty of employment, and I think 
that that figure was determined after a lot of consideration by the 
Congress. 

Are we to meet independently, Mr. Chairman, in the morning? 

Representative Dempsey. That was my understanding. I am un- 
fortunately very much engaged tomorrow on a job I do not like. 

Mr. Meisrrewu. If it is agreeable to you gentlemen, I will attempt 
to set up a meeting in the morning with Richland representatives, and 
also if we could obtain some people from the Atomic Energy Commis- 
sion and ourselves we will attempt to arrive at some proposals that we 
could make to you. 

Representative Dempsey. Do you have anybody in mind at the 
Atomic Energy Commission ? 

Mr. Metsrreti. No; I didno. Perhaps you do. 

Mr. Anprews. Yes; I have a gentleman who I contact, Mr. Carroll 
Towne. He is on my level, and I talk to him almost every day. 

Senator Jackson. We can call the General Manager. That is the 
way we should go through this. 

Mr. Stcery. Here in Washington ? 

Senator Jackson. Yes. Have you gentlemen ever contacted Mr. 
Shaw ? 

Mr. Anprews. Mr. Shaw has been contacted this morning. 

Senator Jackson. Did it occur to you that Mr. Shaw was the general 
manager of operations out there for the AEC for a time? 

Mr. Anprews. Yes. One of my people did talk to him this morning 
on some matters. 

Mr. Sicery. In view of the importance that we are attaching to Mr. 
Barker’s comment, perhaps we could ask him a little bit more fully 
to recite the basis of the personal observation he made about the num- 
ber of people that had a willingness. 

Mr. Barker, could you again, to supplement the record, explain the 
way in which this figure came into your own possession, and your con- 
versations with the chief underwriter / 

I think it would be helpful in view of the assessment of the record 
which will be made tomorrow. 

Mr. Barker. Yes. Probably it goes back even further, much fur- 
ther than recent conversations with the chief underwriter. During the 
5 months I was in Richland I naturally talked to a great many people, 
I concluded during that time that the majority were willing to buy. 
I asked a great many people what price they would be willing to pay. 
The majority of the answers I got were not specific and particularly as 
to the purchase we were interested in. Most of the answers we got 
pertained to the fact that, “Yes; we are going to buy, but it depends 
on what the appraised value is.” ; 

I tried to counteract a lot of those opinions in the various meetings I 
attended and various talks I gave on the basis that actually I didn’t 
think they meant appraised value. They meant sales price, which took 
into effect discounts; actually the financing. How is it going to com- 
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pare with the pevooes rentals? Such factors as that. However, in 
most parts of the country a lot of properties were sold without even 
advertising the sales price. It was terms the people were buying. 
However, on the basis of that a great many indicated that they would 
probably buy. In some cases we had the flat statement they would buy 
regardless of the price. That leads up to the recent conversation. 

I have also had a few discussions with Mr. Andrews, who has indi- 
cated a few letters had been received. One specifically I know about 
from a friend, or an acquaintance of some kind, who was interested in 
buying out there, and living out there now, all of which would lead 
me to believe, and also from my experience over the period of years 
with similar situations with the PHA, with the Veterans’ Adminis- 
tration, and such as that, that most of them would buy after this first 
shock was over. 

Senator Jackson. Why should it be a shock, in any event, if it is a 
fair market value ? 

I am just asking him. 

Mr. Barker. To me it wasn’t a question of the fair market value. 
It was primarily psychological. I maintained all along that that 
would be half or more of your disposition program there. 

Senator Jackson. You anticipated there would be a shock? 

Mr. Barker. There would be some people, yes, that had set up the 
so-called 1952 appraisal in their minds as a yardstick. 

Senator Jackson. You are convinced that the 1952 appraisal was 
an inaccurate one ? 

Mr. Barker. As far as we considered it: yes, sir. 

Senator Jackson. Did you consider it? 

Mr. Barker. We had read it, gone over it. I felt that actually it 
was more of a horseback opinion than a one man’s opinion; I mean 
as much as one would criticize an appraiser. Primarily, it was for a 
different purpose and actually started out for rental purposes only, 
as most of the appraisals in Richland have been made. 

Mr. Metstreti. Do you know what instructions, if any, the Com- 
mission may have given the appraisers with respect to that particular 
appraisal ? 

Mr. Barker. Not as far as fair market value is concerned; no, sir. 

Mr. Meistrety. Were they working under the same instructions that 
the present appraisers consider, to ascertain fair market value? 

Mr. Barker. I question if they did. The fact is no properties were 
specifically inspected, for example; as we inspected every property 
that was appraised. 

Mr. Metstreti. And wasn’t that appraisal made for rental purposes . 
rather than sale purposes? 

i 
: 





Mr. Barker. The rents were established at that time under the Bu- 
reau of the Budget Circular A-45 and adjustments under that circular 
are presently due. 

Mr. Metsrretz. So that the appraisal made in 1951 or 1952 was not 
a comparable appraisal ? 

Mr. Barker. It was my opinion it was not. 

Senator Jackson. And it was not made, in your judgment, nor was 
it considered by the Commission, for the purpose of possible later sale 
or disposition by the Atomic Energy Commission ? 

Mr. Barker. I didn’t feel that it was. 
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Senator Jackson. I just want to ask you to answer that question. 
Do not say what you feel it was. 

Mr. Sicery. I think we ought to determine what the actual purpose 
of the appraisal was. 

Senator Jackson. I think you should know that now. I think you 
will find that it is not exactly the way you are stating it. 

Mr. Metsrretu. I think rather than speculate it would be much 
more desirable to get the Atomic Energy people who engaged in the 
appraisals and appraisers and let them put it on the record. 

enator Jackson. And I think you will find it is not the way you 
people say it is, because I have checked that myself and it was not for 
those purposes. The hearings disclose that. It was for the imme- 
diate purpose of determining the rent. They later modified the pur- 
pose so they could get some idea what the value of the property was to 
be, and it was on that basis that they had a vote; and the AEC released 
it. so I think you want to recheck that. 

Mr. Lyneu. I think probably you are correct, although I don’t 
know, but no matter how good or how poor the appraisal might have 
been, it is obsolete now, just as ours will be 5 years from now. 

Senator Jackson. And yours is completely unrealistic. 

Mr. Lyncu. That is not my opinion. 

Senator Jackson. Mr. Chairman, then we will meet at 2 o’clock. 
‘The people are out here now and we will make arrangements for them 
to meet down in your office ? 

Mr. Metstrety. Fine. 

(Whereupon, at 4: 10 p. m., Tuesday, June 19, 1956, the hearing was 
recessed until 2 p. m., Wednesday, June 20, 1956.) 
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WEDNESDAY, JUNE 20, 1956 


ConGress OF THE UNtTED Srares, 
SUBCOMMITTEE ON COMMUNITIES, 
Jornt ComMirree oN Atomic ENExey, 
, Washington, D.C. 
The subcommittee met at 2 p. m., pursuant to recess, in room 224, 
Senate Office Building, Senator Henry M. Jackson presiding. 
Present : Senator Jackson and Representatives Cole and Van Zandt. 
Senator Jackson. The subcommittee will come to order. 
Congressman Dempsey is detained at another meeting and regrets 
that he is not able to be here at this afternoon’s session. 
The representatives from the Richland community have presented 
— testimony. I think it would now be appropriate, Congressman 
Van Zandt, to hear from the Housing and Home Finance “Agence y; 
and if your ’ people will come around here, we will be glad to hear you. 
Who is going to speak for the Housing and Home Finance Agency ? 
Mr. Metsrre.y. Several of us. 
Senator Jackson. Have chairs along here, please. 


STATEMENT OF FRANK J. MEISTRELL, DEPUTY ADMINISTRATOR, 
HOUSING AND HOME FINANCE AGENCY 


Mr. Metsrretyi. I want to apologize for being late, but we all went 
to the other room and no one there seemed to know the meeting was 
being held here, so we had to call the office. 

Senator Jackson. That is perfectly all right. We regret that we 
were unable to state yesterday the place in which we were going to 
meet. The Joint Committee is having 3 meetings this afternoon, 
one at. 1:30, one at 2, and one at 3 that we have to attend. It is a pretty 
rough schedule. 

Would you state your name for the record, and official positions? 

Mr. Mreisrreti. Yes. I am Frank Meistrell, Deputy Administrator 
of the Housing and Home Finance Agency. 

Senator Jackson. The Federal Housing Administration is under 
the Housing and Home Finance Agency; is that correct 

Mr. Metsrrevy. Yes, it is; that is correct. 

Senator Jackson. You have representatives of the Federal Hous- 
ing Administration here today ¢ 

Mr. Meistrretyi. Yes, we do. 

Senator Jackson. And do you have the representative that was 
in Richland from the Federal Housing Administration office here 
also ¢ 
Mr. Metstretit. Who was in charge of the appraisals? 
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Senator Jackson. Yes. Would you have him come to the table, 
too, please ? 

Mr. Metsrrett. Yes. Mr. Barker. 

Mr. Sicery. Could we also have the appraiser here, too ? 

Senator Jackson. Yes. 

You have completed your appraisal of the Government-owned prop- 
erties at Richland; is that correct ? 

Mr. Metsrrecy. That is correct. 

Senator Jackson. In that connection, have you made a finding of 
feasibility ? 

Mr. MEtstTrELL. No, we have not. 

Senator Jackson. You have not made that finding as yet ? 

Mr. Metsrrevy. No, sir. 

Senator Jackson. Would you state in general the procedures that 
you follow in making this appraisal, the organization setup ? 

Mr. Metsrrety. Yes. I can give you generally the method that we 
followed in carrying out the legislative mandate, and then, with your 
permission, I would like the appraiser who was there and who had 
the mechanical end of it to answer my questions. 

Under the act—I think Public Law 221—we were requested by the 
Atomic Energy Commission to act as sales agents for properties at 
both Oak Ridge and Richland. I refer to the Housing and Home 
Finance Agency. 

Under the statute, the Federal Housing Administration was des- 
ignated for appraisal purposes, and had a legislative mandate to 
appraise the properties in both places at the current fair market 
value, which was the concept in the act. 

Senator Jackson. In that connection, did you examine the legisla- 
tive history to determine the meaning of current fair market value? 

Mr. Metsrreu. Yes, we did. 

Senator Jackson. And what is your definition, in light of the leg- 
islative history, of “current fair market value” as it appears in the 
statute ? 

Mr. Meisrrety. I think Mr. Lynch, who applied the concept, could 
better define what was meant by that term. 


STATEMENTS OF CHARLES SIGETY, DEPUTY COMMISSIONER, FHA; 
A. OAKLEY HUNTER, GENERAL COUNSEL, HHFA; ASHLEY FOARD, 
ASSISTANT GENERAL COUNSEL, HHFA; JOHN LYNCH, CHIEF 
UNDERWRITER, FHA; LEE ANDREWS, DIRECTOR OF AEC DIS- 
POSITION, HHFA; AND STEVEN R. BARKER, EVALUATION SUPER- 
VISOR, FHA 


Mr. Sicery. Senator Jackson, if I could just take a moment and ex- 
plain Mr. Lynch and his background, I think it might be germane 
to the question. 

He is our chief appraiser for the agency. As you know, in the 
lifetime of our agency. we have appraised in excess of 4 million 
homes in connection with the mortgages that we have insured. 

Senator Jackson. Have you done that, or have you done that 
through private contractors ? 

Mr. Sicery. We have done that ourselves, with members of our own 
appraisal staff. 
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Senator Jackson. And in this case, did you use your own appraisal 
staff, or did you employ outsiders ? 

Mr. Sicery. We used both on the specifics of the appraisal after I 
suggest.to you here that Mr. Lynch is a member of the American In- 
stitute of Real Estate Appraisers and of the American Society of 
Appraisers. 

e is an associate member of the real-estate board in Cleveland, 
Ohio, and he has been in the real-estate business and construction and 
appraisal for over 35 years. 

enator Jackson. We will get to that point later. That doesn’t 
answer my y pres Would you advise what guidelines that the Gen- 
eral Counsel laid down as to the :neaning of “fair market value” as it 
appears in the statute? 

Mr. Sieery. John, would you care to speak to that question ? 

Senator Jackson. That is not a matter for an expert appraiser to 
determine. That is a matter for the Legal Department of the agency 
to determine. 

Mr. Metstrett. I would assume that what we are—— 

Senator Jackson. That is, if you did it in an orderly manner. 

Mr. Metstretu. I think what we are interested in, Senator Jackson, 
is a determination of what the appraisers actually did and what guide- 
lines they followed in determining these apraisals. 

Senator Jackson. No. You have to start from a point. You made 
the point that you operated under the statute. 

Mr. Metsrrecyi. That is correct. 

Senator Jackson. The appraisers obviously are experts in their 
field, but I want you to place in the record or state the definition «f 
fair market value. 

Mr. Sicery. It is here, Senator Jackson. 

Mr. Metstreti. Current fair market value. 

Senator Jackson. The current fair market value, but I have asked 
a question. They said the legislative history was considered. 

Mr. Sicery. Yes, sir. 

Senator Jackson. I want you to indicate in light of all the legisla- 
tive history of the act, what definition did you place on “current fair 
market value”? Is it the current fair market value in any town of this 
size? Just what was it? 

Did you read the report on this bill ? 

Mr. Sicery. Oh, yes, the report was considered and the current fair 
market value, as we used it, was the general definition taken with these 
modifications, and we were so directed, and they were to consider, 
among other things, the wartime construction of the houses, the war- 
time construction of the utilities serving the houses 

Senator Jackson. What are you reading from now? 

Mr. Sicery. From the report. This was our directive. It was on 
page 9. It is a section-by-section analysis. 

Thirdly, the monotony effect of having many houses identical to each 
other in the same neighborhood and the one-industry nature of the 
community. 

Senator Jackson. I didn’t mean to interrupt. Go ahead and finish 
your statement. 

Mr. Sicery. I said that the appraisers determined the fair mark.’ 
value of the properties and they were mindful of these addition:. 
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factors which we were admonished to consider in arriving at that 
appraisal. 

Senator Jackson. And were they so advised? 

Mr. Sicery. Yes, sir. 

Senator Jackson. And would you supply for the record the direc- 
tives in that regard? 

Mr. Sicery. John, do we have that available? 

Senator Jackson. You don’t need to do it now, but you do state that 
that information was supplied? 

Mr. Lyncu. That was done, Senator Jackson, I believe, largely 
through oral instruction at the various meetings; oral advice to the 
appraisers. 

Beaseor JACKSON. You mean you didn’t have a directive worked out 
here defining the thing that is the most crucial—the fair market value ? 

Mr. Lyncu. We have it defined in the appraisal report. 

Senator Jackson. Mr. Barker, did you have a directive on this? 
You were out in Richland all the time. 

Mr. Barker. Yes, sir; that was discussed many, many times. 

Senator Jackson, Just answer the question. Did you have a direc- 
tive in writing setting out the definition of current fair market value ? 

You can answer that yes or no. 

Mr. Barker. I don’t remember. I believe so, but I don’t absolutely 
remember. 

Senator Jackson. This is pretty crucial, Mr. Barker. This goes to 
the root of the whole controversy. You can state whether you did or 
didn’t. How can an appraiser go out and appraise a property unless 
he has a definition to follow ? 

Mr. Metsrretit. You had the act before you. 

Mr. Barker. We had the act and we had the Scurry report. 

Senator Jackson. Did you have a report accompanying the bill? 

Mr. Barxer. Yes, sir. I had a number of copies. They were handed 
out to the appraisers, to all of the fee appraisers, and I had copies 
of my own. 

Senator Jackson. You did have a report that the counsel has re- 
ferred to? 

Mr. Barker. That is right; yes, sir. 

Senator Jackson. And do you state now that all appraisers had 
full and detailed information of the definition as contained in the 
report accompanying the bill? 

Mr. Barker. That is right. 

Senator Jackson, Did the appraisers carry one of these reports 
around ¢ 

Mr. Barker. Yes, sir. 

Senator Jackson. How many reports did you have out there? 

Mr. Barker. We had more than enough. We had to get copies on 
several occasions as the free appraisers, for example, came in at a 
later date. We had to get additional copies for them. 

Senator Jackson. But you had no overall directive, did you? 

Mr. Barker. I frankly don’t recall. There were a number of direc- 
tives. Whether that was absolutely included in our directive, I do 
not know. 

Mr. Lyncu. This report, Senator Jackson, was prepared, this basic 
data volume, as the appr: aisal went along. I am quite sure that all 
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appraisers, both fee and salaried men, were apprised and, in fact, con- 
tributed to it. 

Senator Jackson. I think if this thing was handled orderly—there 
should have been a specific directive which defined these things in ac- 
cordance with the statute. 

I think we should have that supplied for the record. 

Mr. Sicery. Senator, I think that what we can do is obtain—we 
don’t have it with us now—the correspondence and the actual instruc- 
tions. The procedure that we followed once this task was given to us 
by the Housing Administrator was to set up a team, hes ded up by 
Charles Bowser, who is our Assistant Commissioner for Technical 
Standards, and he designated Mr. Lynch, and then there were desig- 
nated two appraisal groups or teams, one of them in Richland and one 
in Oak Ridge. 

Mr. Barker headed up the group in Richland, Wash. Also, we re- 
tained on an outside basis a set of these appraisers whose names I can 
recite for the record, and there were a series of —— 

Representative Coir. I wish you would. 

Mr. Sicery. I would be glad to do that. 

We had in Richland the outside appraiser was Barker—Barker was 
the one from Chicago, wasn’t he? 

Mr. Lyncu. Herman Walther. 

Mr. Sicery. I see. We had Watson Bowes and, as Mr. Lynch said 
yesterday, he is from Denver and has been in the appraisal business all 
of his life and, Mr. Lynch, would you furnish the specifics of his pedi- 
gree indicating the high offices he has held ? 

Mr. Lyncu. He has held office as president of the American Insti- 
tute of Real Estate Appraisers. I believe that he has been president 
of the National Association of Real Estate Boards. He is very active 
in those organizations. 

He is now, to the best of my knowledge, still a member of the board 
of governors. 

Mr. Merstrreiti. How long has he been in business as an appraiser ? 

You have in the FHA a list of his qualifications, do you not ? 

Mr. Lynen. Yes. 

Mr. Metstre.i. Could we submit those for the record ? 

Representative CoLe. I would rather get what we can get now, so 
everybody can know what kind of people they were that made the 
appraisals. Is it a common practice for a real estate appraiser to 
operate outside of the area where his principal office is located ? 

Mr. Lynen. Yes. 

Representative Cote. Do your records have any information that 
shows whether this particular Denver firm has had any experience 
in appraising real property outside of the State of Colorado? 

Mr. Lywnen. I know that he was a participant in the appraisal of 
Indian lands for the Department of Justice some time ago. 

Representative Corr. Located where ? 

ur Lyncnu. Through the Southwest—New Mexico, Arizona. I 
think that was quite a large operation. 

I do know that he has been employed by the State of Colorado. He 
was employed by the Government, I believe, in acquisition of prop- 
erty for the Air Force Academy between Colorado Springs and Den- 
ver. These are just assignments picked at random. 
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spenenmentationn Coir. However, those are in the area of his Denver 
office. 

Mr. Lyncu. He told me recently that he had an assignment or a 
contract in the Hawaiian Islands. What that constituted I do not 
know. Heisaman of national reputation. 

Representative Coir. At any rate, it is the practice for those engaged 
in the profession of real estate appraisal to operate in areas which may 
be foreign to the place where their central office is located ? 

Mr. Lyncu. I would say he operates both locally and generally. 

Representative Coiz. I say, is it customary for those engaged in 
that business to be engaged, to be hired, to be employed, to make ap- 
praisals on real estate which may be situated many miles distant from 
their central office? 


Mr. Lyncu. Quite frequently; yes. In fact, that was done by in- 
tention here. 

Representative Cote. So that it is not unusual to engage a real es- 
tate appraiser whose principal office is in Denver to give an ap- 
praisal on property located in the State of Washington ? 

Mr. Lyncn. That is quite correct. 

Representative Cote. Several hundred miles away ? 

Mr. Lyncu. That is correct. 

Mr. Sicery. As far as Mr. Barker is concerned, who works for the 
FHA, he has been for 32 years identified in the real estate business 
in private industry as well as in Government, specializing in appraisal 
and property management. 

He is a member of the National Association of Real Estate Boards 
and of the American Institute of Real Estate Appraisers. 

Representative Van Zanpr. You are talking about Mr. Barker now? 

Mr. Sicery. Yes, sir. I am speaking of Mr. Barker, who is the 
FHA chief of our appraisal team in Richland, Wash., and we con- 
sider ourselves very fortunate to have him. 

Representative Van ZANDT. Do you know a man named Wheeler out 
in the State of Washington ? 

Mr. Sicery. I personally don’t know him. 

Mr. Barker. I do. 

Representative Van Zanpvt. Is he outstanding in his profession ? 

Mr. Barker. He isa good appraiser. 

Senator Jackson. Don’t you know Mr. Wheeler ? 

Mr. Lyncu. I don’t know him personally. 

Senator Jackson. Didn’t you look into it? He made the appraisal 
for the Atomic Energy Commission. 

Mr. Barker. He made application for this job, also. 

Representative VAN Zanpr. He is considered in your field an out- 
standing appraiser ? 

Mr. Barker. I would say a good appraiser. He is a member of the 
Appraisal Institute ; yes, sir. 

Senator Jackson. There is quite a discrepancy between the figures 
of Mr. Wheeler and your findings. 

Mr. Stcery. Of course those appraisals were made several years ago, 
Senator Jackson, as you know. 

Senator Jackson. 1952. 

Representative Cotz. Didn’t you say yesterday that you engaged a 
real-estate firm from Spokane? 
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Mr. Barker. Yes, sir. 
Representative Cotz. To appraise the Richland properties? What 
is the name of that firm, and give us the background of them. 

Mr. Barker. That is Ralph Watson. He is a member of the realty 
board ; past president, Spokane Realty Board ; Spokane Building Own- 
ers and Managers; past president, Washington Association of Real 
Estate Boards; past vice president, National Association of Real Es- 
tate Boards; American Institute of Real Estate Appraisers; Wash- 
ington chapter of American Institute; Spokane Retail Credit Associa- 
tion; National Retail Credit Association ; past president and honorary 
life member, Brokers Institute; National Association of Real Estate 
Boards; and he is a credit appraiser for a large list of well-known 
companies including those in the Northwest. 

Representative Cotz. How far is Spokane from Richland? 

Mr. Barker. Approximately 100 miles. 

Representative Corr. Do you know of a more reputable, reliable, 
experienced, and capable real-estate person to make independent, fair 
appraisals on property in Richland than this invidual you engaged 
from Spokane ? 

Mr. Barker. We thought he would be very good. He appraises in 
that area. 

Representative Cot. Is there anyone of comparable stature located 
nearer to Richland than this Spokane outfit ? 

Mr. Barker. As far as I know, no. 

Senator Jackson. You did not hire anyone in the tricity area? 

Mr. Barker. There were none available, sir, that we thought were 
qualified. 

Senator Jackson. Your testimony is that there was no one qualified 
in this area. 

Mr. Barker. That we thought qualified. 

Senator Jackson. I don’t care what you thought. I am asking you 
did you check and find out whether there were qualified appraisers ? 

Mr. Barker. Yes, sir. We had a great many applications or letters 
of application, and we did receive 1 or 2 from Kennewick and Pasco. 

Senator Jackson. Did you hire anyone locally ? 

Mr. Barker. No, sir. 

Senator Jackson. I had a recollection that in the discussion we had 
there was an indication that the figures in the appraisals were con- 
curred in by real-estate people; is that correct? 

Mr. Barker. As close as we could get. For example, we had an ap- 
praiser from Portland and one from Seattle. 

Senator Jackson. However, you didn’t find anyone in Pasco or 
Kennewick, in that immediate area, that agreed with your figures or 
did you consult them ? 

Mr. Barker. No, we just didn’t hire them. 

Senator Jackson. Wouldn’t it be sensible to get someone from a 
comparable area, at least, to confer with and find out whether your 
figures were sound ¢ 

Mr. Barker. We did. In fact, one of them had been an ex-FHA 
employee and we took him out on several occasions. 

Senator Jackson. Then you did hire someone locally ? 

Mr. Barker. No, sir. We just discussed it with him. There was 
no remuneration at all. He also went with the group on several oc- 
casions inspecting. 
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Senator Jackson. What was his name? 

Mr. Barker. I am sorry; I don’t recall right now. 

Senator Jackson. Would you supply the name for the record ¢ 
Mr. Barker. Yes, sir, I will. 

(The information referred to follows :) 


Mr. Gerald Girard, Kennewick, Wash., approved fee appraiser for the Veterans’ 
Administration. 


Mr. Lyncu. May I suggest, Senator Jackson, that we attempted to 
get the best talent we could. Sometimes we had to go on availability. 
These men are not always available on short notice for a major job 
of this kind. Sometimes we might have had to choose between two 
men of equally good qu: alifications. 

We considered among other qualifications, their memberships in the 
recognized appraisal societies, not that all members are excellent ap- 
praisers, but more good appraisers are members of these societies 
than are not. 

I find in the roster of the American Institute no members in these 
towns immediately contiguous there. 

Senator Jackson. I w vould like to read into the record a complete 
statement with reference to section 33 of Public Law 221, section 33 
being the basis of the appraisal. 

ixcept for lots sold pursuant to provisions of section 57 (a), appraised value 
shall be the current market value of the Government’s interest in the property. 


Then the report accompanying the bill which applies to both the 


House and the Senate bill, as is reported from the Joint Committee, is 
as follows: 


Sec. 33. Basis or AppratsAL. This section sets forth that the one appraised 
value shall be the current fair market value of the Government’s interest in the 
property. Many persons in both Oak Ridge and Richland were suggesting that 
the method of arriving at the current fair market value be specifically spelled 
out in the statute. In view of the fact that an appraiser’s evaluation of property 
considers all the factors which can affect the economic status of the property in 
the future, it was not thought right that any one of the problems raised by the 
residents should be specifically written into the statute. 

Instead, it was thought preferable that the statutory basis for the appraisal be 
the fair market value and that the appraisers be reminded in determining the 
fair market value, to take into consideration a number of factors, among which 
are: 

(1) the wartime construction of the houses; 

(2) the wartime construction of the utilities serving the housing; 

(3) the monotony effect of having many houses identical to each other 
in the same neighborhood— 


and this is a typographical error here, the way it reads in the report— 
(4) the one interesting nature of the community. 


The “one-industry nature” is should have been, of the community. 
You all understood that. 

Mr. Barker. Oh, yes. 

Senator Jackson. I will finish. 


There was some suggestion that appraisers be directed to appraise each building 
as though it were a normal community. It was felt that that suggestion was 
wrong in that each piece of property can be appraised only in light of its own 
conditions. 


Do you state that the language I have just referred to, together with 
the provisions in Public Law 221, were made known to all appraisers 
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and they based their decision in accordance with the language appear- 
ing in the report and the statute ? 

Mr. Barker. Yes, sir. 

I might also add that in the case of the fee appraisers, they were 
given definite instructions in which this language was quoted. 

Senator Jackson. You will supply us with those directives? 

Mr. Barker. Yes, sir; we will. 

(The information referred to follows :) 


Following is a copy of a letter. issued to Mr. Ralph A. Watson, M. A. L., Spo- 
kane, Wash., covering his specific assignment. Similar letters were issued to 
all fee appraisers. 


RICHLAND, WASH., January 17, 1956. 
Mr. RALPH WATSON, 


Richland, Wash. 


Dear Mr. Watson: Information has been received that your offer to appraise 
specified properties in Richland, Wash., has been accepted. You have been au- 
thorized to proceed immediately with the work. 

It has been indicated that several minor changes in the typed wordage of the 
contract may be made and new copies prepared for your execution while here in 
Richland. These modifications will not change the original intent of the contract 
nor delay the work in any way. 

The contract is specific as to instructions and the general scope of the work 
involved. It should be emphasized that the value to be discovered is the “current 
fair market value” of the Government’s interest in each property as defined in 
Public Law 221, 84th Congress. 

1. Paragraph 4 (d) of the contract provides, “Improvements made by the pres- 
ent or past occupant shall be fully described. They shall be treated in accord- 
ance with the terms of the lease.” It is requested that, in addition, tenant im- 
provements be considered insofar as discernible, with reference to commercial 
property, the improvement deduction allowed the purchaser may be reduced by 
such portions of the value of the improvements as the appraisers shall determine 
to be attributable to rental due the Government. Such reductions may be applied 
to reduce any downpayment required under this act.” This should be only sup- 
plemental to those appraisals where applicable. This somewhat unusual request 
is due to the possibility of additional legislation which might grant benefits to 
commercial property lessees similar to those being given under Public Law 221 to 
lessees of the residential properties. It is hoped the information noted will mini- 
mize possible reappraisals should additional legislation be enacted. 

2. For your information it should be noted that new legislation considers fi- 
nancing of the commercial properties by AEC on “reasonable terms” if financing 
is not available from other sources. It would appear that the downpayment re- 
quirements, interest rates and amortizaion would be those customary in the 
State of Washington for similar commercial properties. You are being fur- 
nished packets containing copies of leases, a lease abstract, a plot survey, the 
operational experience and the estimated replacement cost of each property. 
This information is considered reasonably correct but verification may be re- 
quired on a part, or all of the information for your own satisfaction. Lessees 
have previously indicated full cooperation will be given in this regard. 

Plats, proposed zoning ordinances and similar information is available in the 
ottice. Other information will be furnished when available. 

It has been agreed that all appraisal reports on commercial properties will be 
keyed to the Basic Data Report being prepared by FHA. This will eliminate the 
need for the economic background customary in most reports. However, supple- 
mental information and additional comparable properties may be included at 
your discretion. Report covers should be simple but sturdy. 

It is possible that a request may be made to furnish the appraisal report in 
quadruplicate rather than in triplicate as now specified. You will be definitely 
notified in this regard at a later date. 

Present plans contemplate a physical inspection of all comparable properties 
obtained to date. Due to the time involved, it is hoped that most of the contract 
appraisers can make this trip at the same time. 
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You may be assured of our fullest cooperation. Please feel free to make your 
needs known at any time. 


Very truly yours, 
STEPHEN R. BARKER, 
Valuation Supervisor. 


Copies to Charles A. Bowser, John R. Lynch, Watson A. Bowes, and Robert 
Jones. 

Senator Jackson. This is very pertinent, because it does lay down 
in the report the procedure that they are to follow. 

Mr. Sicery. I think it is interesting, Senator Jackson, as the 
language in the report indicates, that the congressional intent was 
that this notion of current fair market value is something that is 
familiar to appraisers, and that they felt that the ony modifications 
necessary to tailor those generalized principles would be these four 
particular clauses which you have just recited. 

Senator Jackson. However, they are not limited to those four. 

Mr. Norris. No. 

Mr. Sicery. It says “among others.” 

Senator Jackson. However, that is not a limitation. 

Mr. Sicery. I appreciate that, but I say the language here indicates 
that there is some appreciation of the fact that the concept of the 
current fair market value is something that is well known to appraisers. 
The whole thing is couched in that language. 

Senator Jackson. Yes; in light of the entire legislative history of 
this thing. You have to go back beyond this report, even into the 
hearings, and I am trying to find out whether that was done before 
you started the appraisal. 

Did you go into the hearings as well ? 

Mr. Barker. Yes, sir. Actually, we went further back than that. 
We went to the Scurry report and also the master plans prepared by 
AEC for each of the two atomic energy cities. 

Representative Cotz. What is the Scurry report? 

Mr. Barker. That was a report basically set up to determine the 
feasibility of selling these two communities to the occupants or em- 
ployees at the works. 

Representative Cotz. That was approximately what date? 

Mr. Lyncu. About 1951, I believe. It may have been early 1952. 
It was an analysis of the communities and contained recommendations. 

Representative Cotz. Preceding the Wheeler appraisal ? 

Mr. Lyncw. Yes; by a number of years. 

Representative Coiz. It could not have been too many, because the 
Wheeler appraisal was in 1952. 

Mr. Lyncu. This was either 1951 or 1952. 

Representative Cotz. Then it didn’t precede it by a number of 
years. 

Mr. Lyncu. I thought you said did it precede our appraisers. 

Representative Coz. No; preceded Wheeler. 

Mr. Lyncu. I beg your pardon. I am not sure of that. There was 
a three-man committee, I believe. 

Senator Jackson. Did you get the detailed information in Richland 
with reference to the one-industry nature of the community ? 

Do you recall the questions I asked yesterday in executive session ? 
Have you been able to get that clarified ? 
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Mr. Lyncu. Will you restate your question? I am sorry, Senator. 
Senator Jackson. Referring to one of the criteria, item 4 in the 
report, which states you are to take into consideration the one-industry 
nature of the community, were you able to make the distinction be- 
tween Oak Ridge and Hanford as far as the operation is concerned ? 

Mr. Lyncu. We did not prepare the appraisals by comparison be- 
tween Oak Ridge and Hanford. I think that would be illogical and 
would not be sound appraising todoso. There are material differences. 

Senator Jackson. Did you come to the conclusion that the longevity 
of each was the same as far as the industry is concerned, and that there 
is no difference ? 

Mr. Lyncu. What would be the opinion of the appraisers on Oak 
Ridge and appraisers on Richland might deviate possibly from my 
own. I gave you yesterday the statement that in my opinion there 
ee be more flexibility in the economy of Richland than in Oak 

idge. 

Senator Jackson. Do youstill stick to that ? 

Mr. Lyncu. Yes; I believe that is true. 

Senator Jackson. Where would the people go from Richland if the 
plant closed down? Could you just tell the committee ? 

Mr. Lyncu. May I just read from the Basic Data Report ? 

Senator Jackson. All right, if you want to read it. I thought you 
would know, but go ahead. 

Your statement is that there is greater flexibility at Richland than 
there is at Oak Ridge as far as obtaining employment is concerned, 
greater diversity, and greater opportunities in the event that it is 
closed down. 

Would you kind of detail that for us? Maybe Mr. Barker can. He 
was out in Richland. He can tell us about it. He was there for 5 
months. 

Will you explain where they would go to find a job in that area, 
Mr. Barker? 

Mr. Lyncu. May I interrupt again ? 

Senator Jackson. Fine. 

Mr. Lyncu. I thought this was stated very clearly in the report, 
and if I may read I will do so from pages 66 and 67 of the Basic 
Data Report on Richland. 


It is believed that the Hanford works will continue on approximately its pres- 
ent basis for the future. If, however, production and employment should be ma- 
terially reduced in the future, it is believed that the general property level values 
in the tri-cities area both as regards business and commercial properties would not 
suffer in direct proportion to the reduction in production facilities at the plant. 

Power at attractive rates which would be available in a very large quantity 
if not required by the Hanford works; the increasing bright prospects for heavy 
traffic on the Columbia River to the Pacific coast ports; the availability of a large 
highly trained and specialized labor force and group of research experts al- 
ready located at Hanford would attract other industrial facilities to this location 
which could take advantage of these important factors. 

In addition, the expanding agricultural economy of this area programed quite 
definitely through the year 1960, and the likelihood that smaller industrial and 
commercial establishments will take advantage of natural and transportation 
facilities available in this area, will result in a continued demand in the future 
for properties in the tri-cities area approximating that experienced throughout 
the Nation. 


May I interject this: Our first move in preparing for the appraisal, 
preappraisal work, was to engage 2 of our staff economists, 1 to go 
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into Hanford, the Richland area, the valley, and study it and report to 
us; the other to doa similar job in Oak Ridge. 

Both of those reports contribute to these basic data reports. Both, 
I believe, are among the exhibits attached to the appraisal, which come 
by the carton rather than by the book. The economists’ report was 
considered by the consultant and by the valuation supervisor, by Mr. 
Barker. 

They, in turn, assigned staff appraisers to go through the area, to 
find what they could by way of comparative ‘information, both com- 
mercial and residential data on actual transactions, sounding out pub- 
lic opinion, doing everything they could to ascertain all of the facts 
which go to make up an appraisal, which is defined by the American 
Institute as a complete report, an analysis of facts. 

Senator Jackson. Let’s get back to the basic question. Would you 
give the name of an industry in Richland or nearby where they might 
go to work? 

Mr. Lynceu. No; I cannot. 

Senator Jackson. Can you, Mr. Barker? 

Mr. Barker. No; but there is one coming in now. For example, 
the Phillips Petroleum Co. is building a fertilizer plant. It wouldn’t 
employ too many people, but the start is there. 

Senator Jackson. Isn’t it a fact that Oak Ridge is adjacent to 
Knoxville, a large industrial center? There isn’t any industry in the 
tri-city area of any consequence. We have people here who will testify 
on that. Where is this industry that you are talking about? Where 
are the agricultural lands that are going to ace ommodate these people / 

Wahluke Slope, a great chunk of land that could be irrigated by 
the Columbia Basin Commission, is tied up. 

Mr. Steery. In view of the fact that we have had these extensive 
reports made, and as Mr. Lynch said, they come in abundance, rather 
than in little pamphlet form, would it be possible to arrange for the 
record to be left open and we will endeavor to document that? 

Senator Jackson. Yes, sir. 

(The information referred to follows :) 


LD)OCUMENTATION OF INDUSTRIES 


Hanford Works: AEC is the major employer. The appraisers found nothing 
to contradict the feeling of the Joint Committee supported by the Atomic En- 
ergy Commission, as recited in the committee report No. 1140, page 4. 

Camp Hanford: a military establishment possibly dependent upon the Han- 
ford Works. 

Power and irrigation projects in the area: At the present time 3 dams and 
powerplants are under construction and 8 are authorized, including Ice Harbor, 
John Day, and Priest Rapids. 

Sugar beet refineries and the processing of various agricultural products 
(Welch Grape products, food canneries, etc.) 

Phillips Petroleum, new chemical (fertilizer) plant under construction near 
Kennewick. 

Railroads, employing in the area a summer maximum of approximately 1,300, 
and somewhat less than 900 winter minimum. 

Trrigable lands.—The Bureau of Reclamation expects that by 1958 the Kenne- 
wick division of the Yakima irrigation project will have about 21,000 acres of 
land under irrigation. In the case of the Columbia Basin project, the Bureau 
estimates that 3,100 more full-time farm units can be irrigated. Population in 
the project area grew from about 32,000 in 1950 to an estimated 51,000 in 1954. 
By 1960 the medium estimate by the Bureau of Reclamation is for 128,000 
persons in the area. As the Columbia Basin project area is approximately 100 
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miles long and 60 miles wide, it would appear that the 100 square miles now 
being used by the Hanford Works could support approximately 7,000 full-time 
farm units having a population of approximately 125,000. 

Service units, trade, finance, insurance, real estate, utilities, and transporta- 
tion, have been on an upward trend in Benton and Franklin Counties. 

Natural gas, newly available from a pipeline under construction in the Pa- 
cific Northwest area will supply Phillips Petroleum, and the availability of 
fuel may attract other industry. 

i to the detailed discussions 
contained in volume I: Basic Data Report of the Appraisal, specifically pages 
41 through 67, Economic Background.) 

Senator Jackson. I just thought that Mr. Barker was out there 
for 5 months and he ought to be able to make a statement here. The 
thing that amazed me is that the statement has been made that there 
is greater flexibility to absorb these people in the Richland tricity 
area than there would be in the Oak Ridge area. It is an amazing 
statement; I have been in both areas. 

I would like you to just explain it, Mr. Barker. You were out there. 
Just where would these people go? You aret talking about traffic on the 
river. Certainly there is going to be some traflic, but we are talking 
in terms of 9,000 people, should Hanford be closed down. Where 
are they going to go? 

Mr. Barker. I believe you will agree, Senator, that the facts that 
we found, the Northwest is probably the fastest growing area in the 
country, are true, applying to that territory. 

Senator Jackson. That is right, and so is the Knoxville area, if 
you checked it. 

Mr. Barker. All I know is that in the Washington-Oregon area, 
or the Northwest is growing very fast. 

Senator Jackson. C ould you supply the basic data? I mean, ob- 
viously this statement that has just been submitted is so general it is 
meaningless. 

Mr. Barker. Oh, no. It is based on this economic report, on busi- 
ness, on the amount of traffic on the river. 

Senator Jackson. Take it item by item, then. You explain to the 
committee where these people are going to go on agricultural lands 
over there in that immediate area. 

Mr. Barker. I will grant that a considerable amount of that is bot- 
tled up at the present time on the slope that you mentioned, the 100 
square miles that the Atomic Energy now controls, which I would 
presuppose if the works were taken out would be opened up to agricul- 
ture. 

Senator Jackson. And how many families would be put on? 

Mr. Barker. I don’t recall. We have gone into that. That is in 
this basic data report. 

Senator Jackson. Will you get that for us? You know, of course, 
that it will be a very small number in terms of families. 

Mr. Barker. That is right, on irrigated land. 

(The information referred to follows :) 





NUMBER OF FAMILIES THAT CouLD BE Put on AEC LANDS IF OPENED 
Up To AGRICULTURE 


Based upon Bureau of Reclamation criteria, approximately 7,000 full-time 
farm units, or family units. 
80585—56——9 
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Senator Jackson. Where else are they going to go in that imme- 
diate area if they don’t go on irrigated land, Mr. Barker ? 

Mr. Barker. As we show in the report, the irrigation in your Co- 
lumbia Basin project is moving fast. It is putting I don’t know how 
many acres into production each year and that program has not been 
completed as yet. 

We have the traflic counts on the waterways. That is picking up. 
It will be further increased with these dams that are being built in 
that area. It has a very good potential. 

Senator Jackson. I certainly want to give you a lot of time. We 
can talk about potential any place, but I will give you ample time 
here—and you should be able to assemble the facts by tomorrow—to 
explain and justify your statement. This is very important, because it 
goes to the potential value of the properties in the event the plant is 
closed down. You made this statement yesterday and again today that 
the situation with reference to Richland is far more flexible in its 
ability to absorb these people than it is at Knoxville. I certainly 
would be pleased to have a bill of particulars on that, because we have 
witnesses here from Richland who are familiar with all the details 
of their own industry. 

The facts about Knoxville, of course, can be obtained by appro- 
priate records. If that was one of the distinctions that you made be- 
tween the two, it does seem to me that there is reason to question 
that criterion. 


I will withhold judgment until you supply the information for the 
record. 

Mr. Sicery. Senator Jackson, we tried, as we said we would yester- 
day, to get in touch with Mr. Bowes, who is on vacation in the Rocky 
Mountain area, and Mr. Lynch did succeed in talking to him by tele- 
phone last night, but it would have been physically impossible for him 
to reach the committee hearing in time. 

However, he was able to send a relatively short telegram to us after 
Mr. Lynch conversed with him about some of the questions that the 
committee was inquiring into, and I have this telegram which I would 
like to insert for the record. 

It confirms in general the opinions stated by Mr. Barker. 

Senator Jackson. I think it might be well to read it. 

Representative Cote. Who is Mr. Bowes? 

Mr. Steery. Mr. Bowes is the appraiser from Denver about whom 
we were speaking at the outset of the hearing. 

Representative Coir. I wish you would read it. 

Mr, Steery. And he is the consultant. It is addressed to Norman 
Mason, Commissioner, Federal Housing Administration. 

I want to suggest the limitation of the telegram. He didn’t have an 
opportunity to back up these statements. [Reading:] 


My opinion on Richland situation briefly this: Richland values should in no 
way be confused with Oak Ridge values. Qualities, economic background, and 
environments of two cities entirely different. One is eclipsed by larger nearby 
cities. The other dominates area. Richland appraisal predicated on extensive 
data from other cities in area with sound and accepted principles applied. 

The values reported reflect the market value concept as outlined in Public 
Law 221. Any variation from these values will, first, repudiate the market value 
formula and concept promulgated by this law. 

In the second place, Richland residents in a uniquely favored position as com- 
pared with freeholders in other cities in area, and third, will delay disposal due 
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to probable unwarranted objections likely to be raised relative to any substitute 
formula. 

The Richland properties, including duplexes, which are not inordinate in num- 
ber, can be sold at appraised values to purchasers other than Richland residents 
within reasonable time under orderly and efficient disposal program. The com- 
bined opinions of all who are engaged in this appraisal project and all of the FHA 
officials who reviewed the appraisal were that the reported values reflect fair 
market value. 


It is signed by Watson A. Bowes. I am sure if we had asked Mr. 
Bowes in a more leisurely way to comment on the situation he would be 
able to do that in a manner that would be interesting to the committee. 

Senator Jackson. And would you supply for the record any more 
than the one person you mentioned earlier whom you conferred with 
locally who is familiar with real estate values? By “local” I mean 
within the tricity area. 

Mr. Barker. Yes, sir. 

Mr. Sicery. Would it be helpful if we gave you all the names of the 
appraisers involved in this? 

Senator Jackson. Every one, and including those particularly in the 
immediate area. 

Mr. Sicery. I am sure that can be done. 

(The information referred to follows :) 


NAMES OF APPRAISERS INVOLVED 
Contract (fee) appraisers: 

Ralph Watson, M. A. I., Spokane, Wash. 

Fred W. Darnell, M. A. I., Seatle, Wash. 

A. Lawrence Gridley, M. A. I., Coeur d’Alene, Idaho. 

Jeffrey Holbrook, M. A. I., Portland, Oreg. 

Herman O. Walther, M. A. I., Chicago, Il. 

David L. Montonna, M. A. I., Cape Vincent, N. Y. 
Consultant : Watson A. Bowes, M. A. I., Denver, Colo. 
Staff appraisers (FHA salaried employees) : 

John R. Lynch, M. A. I., Washington, D. C. 

Stephen R. Barker, M. A. I., Washington, D. C. 

Jess M. Helseth, Spokane, Wash. 

Herschel D. Mitchell, Spokane, Wash. 

Arthur Timmel, Kennewick, Wash. 

Raymond Bydalek, Grand Rapids, Mich. 

Ben Daniels, Detroit, Mich. 

John A. Dee, Detroit, Mich. 

Leslie Doane, Omaha, Nebr. 

William Huff, Casper, Wyo. 

Don Jordon, Detroit, Mich. 

Wallace Lindburg, Des Moines, Iowa. 

Robert McDonnell, Cleveland, Ohio. 

Arthur Meier, Columbus, Ohio. 

Victor Rideout, Salt Lake City, Utah. 

Silas Stow, Sioux Falls, S. Dak. 

Joseph Toy, Indianapolis, Ind. 

Wilbert Tubbs, Sioux Falls, 8S. Dak. 

Clyde Powell, Boise, Idaho. 

Local sources of information consulted include: 


RICHLAND 
Realty brokers: 


McGhee Realty. 

Green Real Estate Co. 
Mortgagees : 

National Bank of Commerce. 

Seattle First National Bank. 

Commonwealth Co., Inc. 
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PASCO 
Realty brokers : 


Stringham Agency. 
Whitney Real Estate. 
Wendell Brown Agency. 
Sherwood & Roberts, Inc. 
Mortgagees : Mortgage Loan Co. 
Others: 
Frances Whitemark, county assessor. 
George Fisher, city engineer. 
William Austion, city planner. 
KENNEWICK 
Realty brokers: 
Gerald Girard (VA-approved appraiser ) 
K. C. Gifford 
D. L. Mitchell 
Jay Perry, appraiser 
Magnuson Realty 
Merle Wright 
Spalding & Matheson 
Mortgagees : 
Great Western Mortgage Co. 
M. B. Wineger 
National Bank of Commerce 
Contractors: Frank Dunham Co. 
Others: 


City engineer 
Kennewick Irrigation District 


PROSSER (COUNTY SEAT) 
Realty brokers : Moore & Mellor 
Others: 
J.C. Pratt, county assessor 
Bank of Prosser 
In addition, contacts were made in Walla Walla and Yakima, Wash. 


Senator Jackson. I wonder if you could indicate to us what effect 
the heavy mortgage insurance interest of the FHA in the tricity area 
might have had on your appraisals? 

Mr. Lyncn. None whatever, I would say. 

Senator Jackson. You did not discuss that ? 

Mr. Lyncu. No, never to my knowledge was that mentioned until 
yesterday, when I believe some allusion to it might have been made. 

Representative Coir. Will you clarify what is meant by the ques- 
tion ? 

Mr. Lynen. I would take it that there is an implication there that 
a heavy FHA mortgage loan insurance commitment in the area might 
lead us to establish inordinately high values in order to sustain the 
market at some artificial level. 

Representative Coix. Is there any reason to suspect that that would 
apply at Richland any more readily or logically than would apply at 
Oak Ridge? 

Mr. Lyncu. No, sir. 

Senator Jackson. I will come to that right now. 

Mr. Lyncu. It will not apply any place. 

Senator Jackson. I think there is some pertinency. Is it a fact that 
the FHA is foreclosing on a 500-unit project in Richland ? 

Mr. Lynen. A title VIII Capehart project. 

Mr. Sicery. Wherry, project. 

Senator Jackson. The Bauer-Day project is not FHA? 
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Mr. Sicery. No, that is a term that we use to deseribe. This is at- 
tributed to Senator Wherry and they are called Wherry houses. 

Senator Jackson. We are familiar with that part. I say the Bauer- 
Day project is not insured by FHA? 

Mr. Lyncn. It is insured; yes, sir. 

Mr. Barker. Under the Wherry Act. 

Mr. Lyncu. You are quite correct; that is in the hands of the De- 
partment of Justice for foreclosure. I understand there is a 1-year 
provision out there of some kind which keeps it in the status quo for 
the moment. That is a 500-unit project with current rental schedules 
ranging from $78.70 to $100. The average rental is $82.79. 

Senator Jackson. Do you know whether or not the chief of your 
Spokane office testifie din the United States Federal court in Spok: ne 
about 3 months ago, in Judge Driver’s court, that the houses in Rich- 
land were not market able in the usual sense ? 

Mr. Lyncu. I do not know that. 

Senator Jackson. Would you check that? 

Mr. Lyncu. I haven’t seen that testimony. 

Mr. Sicery. I will take that down. I am not familiar with that 
testimony either, Senator. Would you repeat that? 

Senator Jackson. Would you check : si ascertain whether the chief 
of your Spokane office testified approximately 3 months ago in Judge 
Samuel Driver’s court—that is the United States District Court for 
the Eastern District of Washington—that the houses in Richland were 
not marketable in the usual sense ? 

I believe this is in connection with the foreclosure on the Bauer-Day 
project. 

(The information referred to follows :) 

Harold E. Bolin, assistant director, Spokane field office, FHA, testified in this 
case but has no recollection of having made such a statement. The records were 
not transscribed. Director Walter A. Russell, Spokane field office, today con- 
sulted United States Attorney William Bantz, in Spokane, who likewise stated 
that he did not remember the statement having been made. 

Representative Corn. Wouldn’t you say that to be the fact ? 

Mr. Barker. Yes, sir. 

Representative Coir. I have that impression, that the properties in 
Richland are not marketable in the usual sense of marketable real 
estate. 

Senator Jackson. Did you take into consideration those factors 
mentioned by your appraiser in court in Spokane when you made this 
appraisal ? 

Mr. Sicery. I am not conscious of what the appraiser said in court, 
Senator. I know the factors that were considered in connection with 
the appraisals were the general factors involved in determining cur- 
rent fair market value as ; well as these other suggested considerations 
in the report. 

Senator Jackson. As a matter of fact—I assume Mr. Barker would 
be familiar with this—the rentals in the Bauer-Day project have been 
reduced quite substantially, haven’t they ? 

Mr. Barker. They have been reduced somewhat. I don’t know 
whether it is substantial. 

Mr. Lynen. I gave a moment ago the average rental and the rental 
spread. The maximum rental is $100, I believe those rents were 
originally something like $115 or $120. The vacancies are large, of 
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course; approximately 50 percent today. It is a case of a project at- 
tempting to operate in competition with lower than economic rentals, 
and they can’t make out. 

Senator Jackson. Which would tend to indicate that the rentals are 
not off in Richland in light of the unusual situation that exists there. 

Mr. Lyncu. No one of sound mind, I should think, would willingly 
pay $100 if he could get the same or similar facilities for materially 
less in the same community. 

Senator Jackson. By the way, I wonder if you are ready now to 
clear up a point. You indicated in executive session yesterday that the 
appraisal given by Mr. Wheeler, a very competent appraiser—he just 
passed away, I am informed, on Monday of this week—was for rental 
purposes only ? 

Mr. Lyncn. I gave you that as the result of oral advice some time 
ago from the Atomic Energy Commission, that that had been the 
original purpose. Whether that appears in the report, I don’t recall 
having seen his report. Today I saw a 1948 report of his which 
covered both market values and rental values, 

Senator Jackson. Did you go into the details of the report sub- 
mitted by Mr. Wheeler on this question ? 

Mr. Lyncn. DidI? No, sir. 

Senator Jackson. Did people in FHA ? 

Mr. Lynen. I think Mr. Barker can answer that question. 

Mr. Barker. We had copies of all appraisals made prior to ours. 

Senator Jackson. Did you understand that appraisal to be only for 
purposes of adjusting rent ? 

Mr. Barker. I understood out there originally it was for that pur- 
pose and then was enlarged to take care of market value. 

Senator Jackson. So what you indicated yesterday you want to re- 
vise, and now you understand that it was for both ? 

Mr. Barker. Yes. 

Senator Jackson. Isn’t it a fact that the people living in Richland 
were given copies of the indicated appraisal and they were mailed to 
the citizens over there? I am speaking of the Wheeler appraisal. Can 
you answer that question ? 

Mr. Barxer. It is my understanding that they were. I tried to get 
copies of the letter that was sent out, but never succeeded. 

Senator Jackson. It was not only for rental purposes, but it was 
to determine the approximate value of the property to see if the people 
were interested in baying? isn’t that correct ? 

Mr. Barker. I would assume that. 

Mr. Meisrreti. Senator Jackson, may I make an observation? I 
think if the Wheeler appraisal is pertinent to this inquiry, it might be 
appropriate to have a report from the Atomic Energy people who en- 
gaged the Wheeler people and unquestionably instructed them as to 
what they wanted that appraisal to indicate, whether for rental or for 
sale, and particularly what the appraisers actually did, and how many, 
and how long, and what inspections they made, and that sort of thing. 

Senator Jackson. We will get them up if you don’t have the in- 
formation, but shouldn’t you have obtained that information in con- 
nection with your appraisal ? 

Mr. Metstrett. | can’t speak as to what the appraisers did. 


Senator Jackson. I would assume you have all that information 
now. 
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Mr. Metstrety. They have already testified they did have that in- 
formation, but my inquiry is directed to the background, to the pur- 
pose of it. 


Senator Jackson. Let’s find out whether you did have that in- 
formation. : 

Representative Coz. I don’t see where it would make any difference. 
I cannot see any good if you did have that information, because that 
would tend to color your appraisal as of 1955, which would be wrong. 
It was intended that your appraisal would be completely independent, 
divorced and separate from any previous appraisals, so you can argue 
either way. 

Senator Jackson. I would disagree with you on that. 

Representative Cote. You can argue either way. 

Senator Jackson. Yes, but I think that we would want to get all of 
the information. They are going to Denver, Colo.; Chicago; and they 
went every place but the tricity area to get indications as to value; and 
I would think they would want to take in all information, not as a 
sole means of determining the appraised value, but I would think, Mr. 
Cole, that they would want to have the full background and details and 
the reasoning behind the previous appraisal. There is no secret 
about it. 

Representative Cote. You must admit that the person that sets out 
to make an appraisal which is independent, his own best judgment, is 
not going to go back and look at some records of the judgment of some- 
body else. 

Senator Jackson. I would think before he got through he would 
want to check it. 

Representative Core. Then he isn’t going to be independent. 

Senator Jackson. If he is going to be independent, why did the 
FHA goto all these other sources ? 

Mr. Stcery. That was in order to obtain personnel in connection 
with obtaining current market value data. 

Senator Jackson. Would Mr. Wheeler be independent? Wouldn’t 
that be an independent source ? 

Mr. Sicery. I am sure he was independent. 

Senator Jackson. What is the difference between Mr. Wheeler’s 
evaluation and the man from Colorado? 

Mr. Sigery. Seven years. 

Senator Jackson. Will you state that again ? 

Mr. Sicery. I understand that Mr. Wheeler’s report was in 1948. 

Senator Jackson. Will you state that again ? 

Mr. Sicery. Didn’t we refer to a 1948 appraisal by Mr. Wheeler? 

Senator Jackson. What we are talking about is 1951-52. 

Mr. Sicery. There is a 1948 appraisal and a 1951 appraisal. In 
either case there is a difference in one instance of 7 years and in the 
other of 4 or 5 years, and in both instances the contrast to the current 
market appraisal of the current fair maket value that we are endeavor- 
ing to do would be incidental. 

It seems to me that if the properties were allowed to deteriorate or 
if they were badly maintained, it would be highly irrelevant to obtain 
information which had only historical value. They were endeavoring 
to get the value as of 1955. 
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Senator Jackson. I just want to get the record clear, and it is up to 
you folks to testify. I take it then, that your testimony is that you 
gave it no consideration in reaching your conclusions ¢ 

Mr. Lyncu. We would give any item consideration. 

Senator Jackson. I don’t know what you would give consideration. 
What consideration did you give the Wheeler appraisal 4 

Mr. Muisrretn. Their answer is this—— 

Senator Jackson. Let them answer. 

Mr. Lyncu. Those appraisals were made available. As I recall, we 
specified that the Atomic Energy freely give us any information that 
they had. In going into this job, we wanted any help we could get. 
We did not want to be influenced by any man’s opinion. 

Senator Jackson. Did you consider it? You don’t want to be in- 
fluenced by any man’s opinion. Why did you hire these other people? 

Mr. Lyncu. I mean that as a direction. We do not want to feel that 
we must follow Mr. Wheeler or any other individual in this. It is a 
matter of judgment, as I said yeste rday, based upon facts. 

May I suggest one other factor in this which has not been brought 
out ! 

Senator Jackson. Let me just finish this one thing. 

Did you or didn’t you consider the Wheeler appraisal when you 
made your findings ? 

Mr. Lyncn. It depends on what you mean by “consider.” They 
were reviewed. If you mean did we follow it, it is very obvious we 
did not. 

Senator Jackson. Obviously you didn’t. My question is not difli- 
cult. Quit wandering around, because you can at least answer it. 

If you considered it, you don’t have to follow it. I just asked you 
whether you considered it. Just answer the question. 

Mr. Barker. Yes, we did. 

Senator Jackson. It is obvious you didn’t follow it, but did you 
consider it ? 

Mr. Barker. We did. 

Mr. Lyncu. May I suggest this item as of interest: The Real Es- 
tate Research Corp., headed by Jim Downs of Chicago, one of the 
outstanding real estate economists of the country, on a par with Wens- 
lick of St. Louis, and Armstrong of New York, and so on, possibly one 
of the best known, using the 1939 dollar as 100, indicates the national 
average value of the real estate dollar in 1953 was 47.15 cents and in 
January 1956, 42.76 cents, a decline there in purchasing power ap- 
proaching 14 or 15 percent. I haven’t worked it out. 

Senator Jackson. Mr. Norris had a question. 

Mr. Norris. The first question that would follow that is, if the real 
estate dollar went up, why didn’t it go up at Oak Ridge as well as at 
Richland ? 

Mr. Lyneu. This is the purchasing power of the dollar. It means 
that the prices are going up. 

Representative Cour. He didn’t answer your question. I would 
like to have that answered. If inflation is the cause of higher market 

values for real estate, why doesn’t that attach to the market values at 
Oak Ridge just the same as it did at Richland / 

Mr. Lyncn. I would say undoubtedly it does, but I do have a 

pertinent item which might be a very strong comparison. 
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Mr. Norris. May I make a comparison of the Oak Ridge present 
ranges with ther —— of 1952? 

A.C emestos, $ 2.850 to $4,850 by FHA; $4,300 to $5,150 in 1952. 
B. Cemestos, $3,650 to $6,350 by FHA and $4,550 to $6,450 in 1952. 
C. Cemestos, $4.275 to $8,050 by FHA, and $5,630 to $7,600 in 1952. 

Representative Corr. Maybe Mr. Lynch understands those figures, 
but you don’t. 

Mr. Norris. Each one so far has been lower. 

Representative Cote. What is the $2,850 ? 

Mr. Norris. The change of prices, of estimates of selling price, made 
by FHA in the first instance. 

Representative Cote. As of what date / 

Mr. Norrts. 1956 and made for the survey in 1952 in the second case. 

Representative Coir. That shows that the estimate in 1956 is con- 
siderably less than the appraisal of 1952. 

Mr. Norris. Yes. sir. 

Mr. Sicery. Who made those appraisals in 1952 in Oak Ridge? 
You are making a comparison between Richland and Oak Ridge in 
terms of our own figures in 1956 and I am just interested in what the 
contrast is in terms of the appraisers. 

Were they the same appraisers or were they different appraisers in 
Oak Ridge and Richland in 1952? 

Mr. Norris. I do not know that answer. 

Mr. Lyncn. I think they were different ones. 

Mr. Sicery. If they were different, there might be some basis for 
questioning any impression you gained from that comparison. If they 
were the same, perhaps there is some significance to that. 

Mr. Norris. They were made for exactly the same purpose that the 
Richland appraisals were made for in 1952. They were published in 
the paper and this is February 14, 1952, and these are the appraisals 
on which the Department of the Census took the vote, the same as the 
Department of Census took the vote at Richland. 

Mr. Lyncn. We are not guided by these earlier appraisals. Had we 
been, our job, of course, would have been tremendously simplified. 

I should like to point out the difference in cost bases for Knoxville 
and Spokane, which are the two nearest large cities. The FHA peri- 
odically estimates a shell of a house; that is, a very simple 897-square- 
foot house, without garage, without carport, with nothing fancy in it 
at all. 

They do this for the various offices in various FHA jurisdictions for 
a matter of comparison. As of July 1, 1955, which is the latest report 
I have, the current one being in preparation now; Knoxville costs for 
this typical house were $6,399 

Spokane, Wash.. costs were $7,239 for the identical house. 

Mr. Norris. What was the difference in range ? 

Mr. Lyncu. $6,399 for Knoxville for the cost of the typical house, 
exclusive of lot, and $7,259 in Spokane ; $900. 

Mr. Norris. May I ask if there is the same comparable difference 
bet ween our Oak Ridge and Richland prices ? 

Mr. Lynen. I haven't checked that. These houses vary materially. 
There are few directly ee houses, only 1 or 2, I believe, in the 
lower price range, and those about 10 percent apart, according to 
my recollection. 
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The deterioration, if any, from the time of the earlier appraisals in 
Oak Ridge and the present date, might be accounted for in these 
Cemesto houses by the additional failure of exterior walls, and so on, 
which have presented a continuing maintenance problem according to 
my understanding. , 

‘Mr. Norris. Isn’t it true that in seeking to obtain the Bauer-Day 
housing the Atomic Energy Commission wrote to the Federal Hous- 
ing Administration on November 26, 1951, a letter from Mr. Boyer to 
Mr. Richards which includes the sentence : 

The prevailing pattern of housing in Richland and the surrounding area is 
single-family detached dwelling units. 

Mr. Lyncu. I had another thought, Mr. Norris. 

Mr. Norris. Please. 

Representative Corr. What are we showing by asking questions? 
Have you gentlemen ever seen this letter? Do you know anything 
about this? I don’t know why it was shown to you. 

Mr. Lyncu. Not to my knowledge. 

Mr. Meistre.u. That is a letter to the former Deputy Commissioner. 
These men would have no access to it. 

Mr. Lyncu. That predated my appearance in FHA by something 
over a year, I believe. 

Mr. Sicery. This is a letter from the General Manager of the 
Atomic Energy Commission to a past Commissioner of the Federal 
Housing Administration, dated November 23, 1951. 

Representative Coir. In which he asks what? 

Mr. Norris. Trying to get authority housing started. 

Mr. Sicery. Would you care to have the letter read ? 

Representative Coir. The pertinent part. 

Mr. Sicery. I have never seen this letter before, Mr. Cole. Perhaps 
Mr. Norris could explain to us his purpose in introducing it. 

Senator Jackson. I just want to state for the record I have to be 
at a Reactor Subcommittee meeting over in the Joint Committee 
room and my two colleagues here have been kind enough to hold on 
here until I come back. The others are waiting until I arrive and I 
don’t want to hold them up any longer. 

I will be right back. 

Mr. Norris. The purpose in introducing this was to show the con- 
nection with the Bauer-Day unit. It was recognized that the prefer- 
able housing in this area is the single-family detached dwelling, a 
factor which I wondered if you took into consideration in your 
appraisal of the duplex housing. 

Mr. Lyncou. As I recall, in the A duplex there was a discount of 
10 percent for retarded marketability, or market resistance. 

Mr. Barker. Market resistance tothe A duplex. 

Mr. Sitcery. In other words, there seems to be some acknowledgment 
of that factor. 

Mr. Meisrrett. You applied a factor giving recognition to possible 
resistance to the duplex type of housing. 

Mr. Barker. Right. 

Representative Cote (presiding). Do I understand from that 
answer that the appraisals which you people put on the duplex houses 
at’ Richland were reduced by a factor of 10 percent from what you 
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thought to be their current market value because of the fact that they 
were duplex houses? 

Mr. Barker. On one type only. 

Representative Coir. One type? 

Mr. Barker. This was type A, and that was primarily because it 
was a 2-story duplex rather than a 1-story, which is more acceptable in 
that area. 

Representative Coir. Then the prices of the 2-story duplex houses 
are a reduction of 10 percent below what you felt the current market 
value to be, because of the undesirable type of architecture, being a 
2-story duplex ? 

Mr. Barker. Yes, sir. 

Representative Core. And that does not apply, however, to single- 
story duplexes? 

Mr. Barker. That is right. 

Mr. Norris. Is it not true that your explanation from the field to 
Washington for the failure of the Bauer-Day project to make the re- 
turns which were expected was: 


The unrealistically low rental rates charged for Government-owned housing on 
the reservation— 
according to the memorandum of May 25, 1955 from Mr. Bolin, Di- 
rector, Spokane, Wash., to Mr. Fellenz, Director, Multifamily Housing 
Division, Washington, D.C.? 

Mr. Lyncu. That letter would not have come to us, Mr. Norris. It 
would have gone to another division. We have no part in that trans- 


action. 

Mr. Norris. Wasn’t Mr. Bolin the head of the office at Spokane? 

Mr. Lyncn. He was not head of the Spokane office at the time these 
appraisals were made. He was, I think, an earlier director out there. 

Mr. Norris. This is 1955. 

Mr. Sicery. That is over a year ago. 

Mr. Lyncu. I don’t know when the change was made. 

Representative Corn. Do you concur in the conclusion, irrespective 
of who may have made the statement, that rentals on real estate in 
Richland were abnormally low, or unreasonably low, or just low? 

Mr. Lyncn. We believe they were low. They vary in their rela- 
tionship or ratio to what we consider fair economic rents. There may 
have been just causes for all that. Rental control and I don’t know 
what all might have gone on in the past. I might suggest this: That 
this circular A-45 of the Bureau of the Budget which we mentioned 
yesterday implements a law, I believe, which requires that rental of 
Government-owned dwellings be established on a basis comparable 
with the nearest similar facilities , comparable on a reasonable basis of 
compar ison ¢ and contrast, of course. 

That circular requires a revision of rentals or a new look at the rental 
level every 3 years. Both Mr. Barker and I have been called into con- 
sultation with the Bureau of the Budget during the past 90 days ad- 
vising with them in their desire to sharpen up the circular and to make 
it more effective. It is our own considered judgment that within the 
‘near future the Bureau of the Budget may be expected to issue instruc- 
tions which will force comparability here. 
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Representative Corz. Are you able to express an opinion as to the 
relative reasonableness of the rents at Oak Ridge as against those at 
Richland ? 

Mr. Lyneu. I haven’t brushed up on them as I have here, frankly, 
sir. 

Representative Coin. Is anybody in the group in a position to? 

_ Mr. Lyncu. We don’t have our Oak Ridge valuation supervisor 
here. He is out on an emergency. 

Representative Cotz. With respect to the duplex houses out at Rich- 
land, what portion of the family units are duplex units? 

Mr. Barker. A little less than 25 peeonen. There are 1,018. 

Representative Coir. Approximately 25 percent? 

Mr. Barker. Yes, sir. 

Representative Core. That I judge to be abnormally high per- 
centage of duplexes in normal urban areas. 

Mr. Barker. I believe so; yes, sir. 

Representative Coir. If you know, what is the percentage of duplex 
houses in a normal community of the size of Richland ? 

Mr. Barker. We didn’t break it down that way, sir. We broke 
it down on a rental basis. 

Representative Cote. I am asking you what you know about normal 
urban communities with respect to the amount of duplex houses they 
might have. 

Mr. Barker. We didn’t check that definitely, sir. We are more or 
less interested from the rental unit side of the duplex. 

Representative Cotz. On what basis did you concltide to reduce the 
price by 10 percent of the two-story duplexes ¢ 

Mr. Barker. There were a number of deductions from the very 
beginning. For example, A duplexes in an economy, and recognizing 
a large number of duplexes, would have a much shorter economic life 
in that community, for example, than a single family, so on the A 
duplex, for example, we used a 40-year instead of a 50- -year life as we 
used on the single. 

Representative Corr. Four-year life? 

Mr. Barker. Forty-year life. That, in itself, would have made a 
reduction. 

Representative Corr. Then it was common knowledge in the area, 
more so by those people not living in the A duplexes than those living 
in the A duplexes, of which there are, I believe, around 400, that they 
had more or less set up a market resistance against those that de- 
served a further reduction from the one-story duplexes, the A duplex? 

Mr. Norris. Wasn’t there market resistance against a]l duplexes? 

Mr. Barker. We didn’t find it that way, sir. 

Mr. Norrts. Did you ask? 

Mr. Barker. Yes, sir. 

Mr. Norris. Do you recognize market resistance now ? 

Mr. Barker. Not necessarily. As I understand, there is still a good 
market for all the properties in Richland at a price. 

Mr. Norris. At the appraised price? 

Mr. Barker. At a price. 

Mr. Lyncu. This question of duplex or multifamily housing varies 
from community to community. I can think of Lakewood, Ohio, 
which has an extremely high percentage, I would say, of two-family. 
They call them double-deckers. 
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St. Louis and Cincinnati have the so-called St. Louis, which is the 
sume thing. It could be a river steamboat without the stacks. As you 
go farther west, I believe the desirability of the multifamily tends 
to reduce. 

Representative Cotr. What percentage would you say Cincinnat! 
had ? 

Mr. Lyncu. I would not even give an intelligent guess. I said 
Lakewood would have an extremely high percentage. 

Representative Core. Higher than 20 percent ¢ 

Mr. Lyncn. I should think so; yes, sir. 

Mr. Norris. But that is not the Richland area. 

Mr. Lynen. No. 

Mr. Norris. As a matter of fact, in the Richland area the people 
prefer the single-family house. 

Mr. Lyncw. And if I were appraising a two-family duplex, I 
would not give it any penalty. I might even see a premium in it. 
People like them there. 

Mr. Stcery. Mr. Cole, would it be appropriate to ask a question / 

Representative Coir. I don’t know why not. We are. 

Mr. Sicery. We met this morning in Mr. Meistrell’s office at your 
suggestion with representatives of the Richland group. I don’t know 
exactly what was accomplished. We didn’t reduce our findings to a 
specific recommendation, but we did have an interesting exchange of 
ideas, and it would be helpful to us—our appraisals, of course, it has 
been suggested, are inaccurate and incorrect and in general too high 
by substantial amounts—and it would be helpful to us, I think, in con- 
nection with our evaluation of this situation if we had some impres 
sion of how the Richland committee values were arrived at. 

The benchmark that they seem to have of inadequacy of our ap- 
praisals seems to be measured in terms of the way they deviate from 
the Richland committee values. For example, their type A house is 
valued at $7,500. Ours was at $12,500. 

This is a difference of approximately 40 percent. Making a rather 
simple—and frankly, I did this just off the top of my head this morn 
ing—comparison sel een the Richland committee values and ours, we 

came to the conclusion that approximately three-quarters of the units 
that are involved in this controversy are lower as far as the Richland 
committee is concerned by from 25 to 40 percent. 

Representative Coir. I don’t understand what you mean. Say it 
again in different words. 

Mr. Sicery. In other words, the Richland committee values are 
lower than the FHA appraisals in the range of from 25 to 40 percent 
for about three-quarters of all the units. 

Representative Cote. What about the other quarter ? 

Mr. Sicrery. In the other quarter, the difference is much smaller, 
and the difference there seems to be on the order of only 10 percent. 

Representative Coir. Was there any instance where the local com- 
mittee felt your appraisal was too low ; 

Mr. Sieery. No, sir; there were none reported to us. 

Representative Corr. Were there any where the local committee 
accepted your appraisal ? 

Mr. Sicery. None reported. 

Representative Coir. I mean so far as you have in this list ? 
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Mr. Sicery. No, sir. This is the document that they submitted as 
representing the report of their disposal arbitration committee, and 
in view of the fact that there seems to be such consistency for three- 
quarters of the properties, I was wondering whether it would be pos- 
sible to find out exactly how the Richland committee got these values. 

These are reported to us as being acceptable values to the house- 
holders and they are comparable in that both the FHA appraisal and 
this Richland committee’s value would be reduced by the amount of 
the discount stated in the statute. 

Mr. Metsrretit. These are by classes. They are not broken down 
by individual homes. For example, in the type A duplex house, there 
is a variance between the FHA appraisal and the Richland committee 
values of approximately 40 percent, but whether individual homes 
have a 40 percent differential, we don’t know. 

I think the inquiry that Mr. Sigety raises is pertinent because the 
FHA has attempted to exercise their best judgment in applying the 
usual appraisal techniques and the statutory requirements that they 
were obligated to carry out. 

The Richland committee values apparently have been arrived at, 
and we don’t know , and it might be interesting for this committee 
to know, how they arrived at these values. If they were made through 
competent appraisers who applied the same statutory inhibitions or 
mandate that we did and then there is a discrepancy, then we have 
an entirely different problem. 

If, however, the Richland committee values are predicated on what 
the people themselves think are a fair and reasonable price, that is 
another consideration which I think should be before this committee. 

Representative Coz. It is just a question of when to do it. I am 
quite sure, of course, the Richland committee, or I should think at 
least, would be ready to respond to that suggestion the FHA repre- 
sentatives have made. 

It is a question of whether to do it now or await the return of Sen- 
ator Jackson, who advises me that the meeting today will be recon- 
vened tomorrow morning at 10 o’clock, at which time the Richland 
people will be back on the stand to give whatever rebuttal testimony 
they may want to give. 

Before bringing them back to the stand, I would like to have FHA 
people explain, if possible, the discrepancy in the list which I saw 
yesterday afternoon of the properties in Oak Ridge versus the prop- 
erties up in Richland, which was compiled, I understand, by the 
Richland people. 

It is a yellow sheet. There were a lot of them here yesterday after- 
noon. You did see them yesterday afternoon ? 

Mr. Metsrre.u. No; we didn’t see them at all. 

Representative Co.z. I am surprised that you didn’t. 

If you didn’t see the comparative appraisals, then you are not in a 
position to comment on them. Perhaps to ask you about them now is 
abit unfair. This is the list that I looked at yesterday, which indicates 
that apparently houses of the same general nature, age, architecture, 
and construction are appraised at Oak Ridge at a considerably lower 
figure than the figure for comparable property up in Richland. 


Do you know of any explanation that might account for that dis- 
parity in appraisals ? 
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Mr. Barker. Were you comparing, for example, a house in Oak 
Ridge with a house in Richland ¢ 

Representative Coir. That is partly it. How the price compares. 

Mr. Lyncu. They are different types. 

Representative Coir. That is what I want to have, the explanation 
that you have for what appears to be a disparity in the evaluation of 
what appear to be the same houses. 

Mr. Lyncnw. Congressman, our Oak Ridge supervisor is not here. 
I did check on this item quickly some days ago and I believe that there 
are only two types which are closely enough similar to compare at all 
in the two communities. Those are these two types of rehabilitated 
flat types. 

In Richland a three-bedroom house of that type on the $800 lot is 
valued at $3,800 current fair market value, 3 bedrooms, bath and so on. 
In Oak Ridge a similar house on a similar priced lot, $3,500 value, 
approximately 10 percent difference. 

In Richland a two-bedroom prefab is appraised at $3,300 on an $800 
lot. In Oak Ridge the closest I could come to that is a similar house on 
a $500 lot at $2,750. In other words, $550 difference, including a $300 
differential on land value. So the net differences in the only types of 
houses which are comparable at all appraisalwise would be approxi- 
mately 10 percent and that is materially less than this difference I 
cited a little bit ago on original cost. 

Representative Coir. All the other houses in the two places have no 
similarity? I mean, there is no similarity in the houses at Oak Ridge 
and Richland with the exception of those two types, the two flat-tops? 

Mr. Lyncu. I would say so. 

Representative Coir. What is the dissimilarity ? 

Mr. Lyncn. What is the dissimilarity ? 

Representative Coin. Where are they different? 

Mr. Lyncu. The major difference is in the cemestos construction at 
Oak Ridge. We have a large proportion of that type down there. 
You also have a cement-block house in the so-called Woodland area. 

Representative Corr. Oak Ridge? 

Mr. Lynen. Oak Ridge which, I believe, has no duplicate at all in 
Richland. I do not think we would have anything directly comparable 
to the duplexes. 

Representative Coir. No duplexes in Oak Ridge? 

Mr. Lyncu. Yes. 

Representative Cote. What did you say about duplexes? 

Mr. Lyncn. There are duplex houses in Oak Ridge and there are 
duplex houses in Richland also, according to this list. 

Rapeneedativs Coir. What other differences are there ? 

Mr. Anprews. In Oak Ridge the duplexes have no cellars under 
them, in Richland they are better constructed, they have cellars and 
furnaces. 

Representative Cote. In Oak Ridge none of the houses have cellars 
in them? 

Mr. Anprews. The duplexes. 

Representative Corr. In Oak Ridge they do have. What about the 
single houses? 

Mr. Hunter. In Oak Ridge they do not. 

Representative Cote. You say it right and get it right, one of you. 
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Mr. Anprews. Most of the houses in Richland have cellars in them, 
at Oak Ridge I think the only houses that have cellars in them are the 
ones where the tenants built them afterward. The original houses did 
not have them. 

Representative Core. That to me is a very substantial difference and 
I think it goes a long way toward explaining the disparity in the ap- 
praisals of the two houses. 

W hat other differences may there be? 

Mr. Anprews. The roof construction is better out on the west coast 
in Richland. 

Representative Cotz. In what way ? 

Mr. Anprews. It has conventional roof framing and asphalt 
shingles while at Oak Ridge they have had a lot of trouble with roofs. 
They used a substitute board as the foundation for the shingles and 
some of the houses have had to be reroofed, a cheaper type of roof. 
Most of the houses have the original] cheap roof. 

This cemestos siding is an inferior product to the siding that the 
Richland houses are sheathed with. 

Representative Cotz. Would you say the same with respect to the 
cinder-block houses that that is an inferior type of construction to the 
type of Richland house? 

Mr. Anprews. No, the cinder-block houses are rather an ideal type 
of house for Oak Ridge. They are not being offered at a price that 
is comparatively low. 

Mr. Stcery. Any differences caused by weather? Are the houses 
more substantial in Richland because it is a more northerly climate 
than we have in Tennessee? Is that a possible difference that would 
account for the difference in the prices between Richland and Oak 
Ridge? 

Mr. Anprews. To some extent. 

Representative Corr. To what extent, if any, does the age of the 
houses in the two localities influence the fair price? Oak Ridge is 
older by how much? 

Mr. Anprews. By a year or two. 

Representative Cote. Not enough to make any difference in the rela- 
tive values of the two places? 

Mr. Anprews That is right, sir. 

Representative Cote. Do you know of any other areas of dissimilar- 
ity which might account for the disparity in the appraised prices of 
the two places / 

Mr. Barker. It would be my observation, I have been at Oak Ridge 
and I have been in a number of the houses but beyond that I know 
little about it. However, I believe that all would agree that the houses 
in Richland had been better maintained which tends to hold up value. 

Representative Cotz. On that list, Mr. Lynch, there is a house which 
at Oak Ridge is valued at $6,000-something and the list indicates 
that a similar house in Richland is appraised at $12,000. Do you see 
it there? It is outlined by a pencil mark and that is how my eye hap- 
pened to strike on it. 

I wondered if either of you gentlemen might have an explanation 
for that. 

Mr. Lyncu. Tam sorry, I do not pick out the item you mean. 

Representative Coir. Yesterday it is my recollection that one of 
you gentlemen indicated that the houses for Richland listed in one of 
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the documents did not reflect a 25 pereent discount. Do you recall that 
reference ¢ 7 

Mr. Barker. I made that statement. 

Representative Coir. Would you repeat that for me for clarity / 
Tam not sure I understood. 

Mr. Barker. I understand, 1 did not see a copy of it, that a part of 
the comparison was with the so-called 1954 appraisal made in Rich- 
land, made by two men, Fenton and Davis. I had also reviewed that 
appraisal and recall that he had qualified his appraised values to the 
effect that he had taken an automatic 25 percent deduction from each 
due to the fact that it was a company-owned or Government-owned 
town and as soon as those properties would be offered for sale to the 
private market that discount would, in effect, automatically come off. 

Representative Cote. Well, what was the 1954 appraisal? Who 
authorized that and what was that done for? Do we have three ap- 
praisals involved here / 

Mr. Barker. I understood that was on the list that was submitted 
yesterday. 

Representaitve Cote. Does anybody here from Richland know about 
it? You explained yesterday when I was not there probably. What 
is the Fenton appraisal / 

Mr. Monson. Mr. Shaw could explain that probably, Mr. Chair- 
man, but as I understand it the Fenton appraisal was an appraisal re- 
quested by the Commission for the purposes of establishing rent, a rent 
basis. It was not used for some reason. It was never made public and 
it was filed. 

Is that substantially correct, Mr. Shaw / 

Representative Cote. To what extent was the Fenton appraisal used 
by the Richland people in making your own appraisal of these 
properties / 

Mr. Monson. We merely presented as an exhibit a document that 
was prepared by the Commission that listed the Fenton appraisal. Our 
basis for using this document as an exhibit was to show the comparison 
actually between the Wheeler appraisal. 

Representative Cote. Have you people made any appraisals of these 
properties ¢ 

Mr. Monson. We are not qualified appraisers. 

Representative Coir. Are you ready to respond to the question of 
on what basis the Richland people came to a conclusion that the FILA 
appraisal was too high or do you want somebody else to respond 

Mr. Monson. Would you like us to do that now or later / 

Representative Cotx. I guess you had better wait until Senator Jack- 
son is here since he is more directly interested in resolving this situa- 
tion than the rest of the committee, although we are all interested in it. 

Mr. Sitcery. It might be of interest and I want to repeat this on the 
authority of hearsay only. We understand that at least 1 of these other 
appraisals that is being referred to was a 1- or 2-man job in which 
there was no physical inspection made of a great number of the prop- 
erties. I do not know how many would have been involved in trying 
to get representative figures for these classes. That is in rather marked 
contrast, I think, to the appraisal that is the subject of this commit- 
tee’s interest, which is a house-to-house appraisal and every one of 
the properties was physically inspected by the appraiser. 
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Representative Corr. Thank you. 

I would like to have Mr. Barker now repeat for the record, if he has 
not already done so before I came to the meeting this afternoon, a re- 
port of the reaction he received from the Richland residents when the 
appraisals were first published, indicating the interest of Richland 
residents with respect to buying the properties. 

Mr. Barker. If I understand that right, that is after the prices or 
values were announced? 

Representative Couz. Yes. 

Mr. Barker. I do not recall making that, Mr. Cole. Oh, I did. In 
quoting a conversation I had in Richland over long-distance with an 
FHA man in Richland he had indicated that approximately 20 per- 
cent of the people would purchase at today’s prices if they were offered 
for sale immediately ; that a considerable number of the balance would 
within a short length of time. 

Representative Cote. Finish your statement. To buy the property ? 

Mr. Barker. To buy the property. 

Representative Coir. Yesterday the statement I had in mind that 
you had made was to the effect that you had received hundreds of tele- 
phone calls in a day. 

Mr. Barker. In Richland? 

Representative Corr. Would you repeat that so I will not be mis- 
quoting you? 

Mr. Barker. That is right. Part of this estimate was possibly based 
on a large number of calls that our FHA men in Richland were re- 
ceiving ate the time that prices were announced until recently. They 
were 2 minimum of 100 a day and they have dropped down consider- 
ably to 1 to 3 a day. 

Representative Core. That is the statement I had reference to that 
at the time these prices were announced you had in the neighborhood 
of 100 telephone calls a day. 

Mr. Barker. That is right. 

Representative Cote. From people who expressed an interest in the 
properties. 

Mr. Barker. Some were but not all were interested, but it was on 
the basis of all these conversations that they had arrived at this esti- 
mate. 

Mr. Norris. These 100 calls a day were right after the announcement 
of the prices? 

Mr. Barker. Yes. 

Representative Cote. Were a number of them in protest? 

Mr. Barker. Yes; a few were in protest. In fact, the men took quite 
a few insults. Asa result, it was their belief that there were 20 percent 
that would buy today. 

Mr. Norris. These 100 calls a day were over what period ? 

Mr. Barker. I would say at least 2 weeks. 

Mr. Norris. Which two weeks? 

Mr. Anvrews. The first 2 weeks. 

Mr. Norris. May 11 0n? 

Mr. Anprews. Yes, sir. 

Mr. Lyncn. We would not have a man there immediately. It was 
immediately after the hearing which was held recently. 
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Mr. Norris. That is what I was getting at. When was the an- 
nouncement of the location of your offices made? I will shorten it a 
bit. When I was there they were not receiving a call an hour. 

Mr. Anprews. You were out there rather early in the game. 

Mr. Norris. This was right after the announcement was made when 
you were supposed to be getting 100 calls a day. 

Mr. Barker. I do not Caters we had any men there. 

Mr. Anprews. Yes; Harris and Johnson. 

Mr. Norris. I wanted to go back to this list that has been shown to 
you this afternoon and ask, Is not the basic purpose of this list to 
compare not the houses but the rent multipliers used in going from 
the rents to the values of the houses in the two towns? 

Mr. Metstretu. Is that a list we prepared ? 

Mr. Lyncu. No. This multiplier, I take it, is a factor which was 
used against the current rental and would bring the appraised value? 

Mr. Norris. That is right. 

Mr. Lyncn. We do not appraise by current rentals. 

Mr. Norris. I know that. 

Mr. Lyncu. We have appraised by economic rentals, our own esti- 
mate of rental levels. So these multipliers are not anything which 
appear in our work at all so far as I would know. 

Mr. Norris. The rent multipliers for Oak Ridge show up from the 
work of the appraisers at Oak Ridge? 

Mr. Lyncu. Yes. They are recorded in the individual packet down 
there. I believe that they are not recorded in the blue book. I am not 
sure. 

Did you not say that this multiplier is the divisor which, used 
against the market value ascribed by FHA, would show the current 
rent, or am I misunderstanding you, Mr. Norris? 

Mr. Norris. I was asking you if that was not the purpose of it just 
from looking at the list and the heading. 

Mr. Lyncu. I did not prepare the list. I do not know what it is yet. 

Mr. Metstreti. You cannot comment on that. 

Mr. Norris. That is not your actual rent multiplier, it is the rent 
multiplier obtained by dividing the actual rent into the sales value; 
is it not? 

Mr. Lyncu. I do not know. You prepared the sheet. I do not 
know. 

Representative Core. Is it a fact that rentals were used as one of 
the factors in determining the fair value of the properties at either or 
both Oak Ridge and Richland ? 

Mr. Lyncn. Yes; a fair economic rent is used. 

Representative Coir. I am talking about actual rent. 

Mr. Lyncn. Actual rents are incidental. They are of interest be- 
cause there may be some resistance to a quick change. A gross mul- 
tiplier, may I explain, is nothing but a crude form of capitalization 
of income. Capitalization of income, again, is one device used in the 
process of comparison. 

Actually, the comparative process is the most important approach 
used among appraisers. It is the approach used to the very good 
ability of the average housewife in all her purchases, whether a gown 
or of a new house. The capitalization is simply an exploration of 
another avenue which tends to point up the accuracy or inaccuracy of 
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an estimate made on the basis of physical comparison. The multiplier 
must be used in connection with local market findings. It will vary 
from one town to another. It will vary from Washington to New 
York. It will vary from type of house to type of house. 

Representative Corr. About what proportion will it vary within a 
community ¢ 

Mr. Lyncu. A slum property may sell for three times its rent, its 
annual rent. 

Mr. Norris. That is, 36 times the monthly rent / 

Mr. Lynou. Yes. A good single-family in a popular-price range 
may have a multiple—I get back to the moenthlv factor—anywhere 
from, oh, it could be 100 to 160. Iam jn: bracketing roughly. 

You get into a mansion, of course, ora, ii town, why these ratios 
change entirely. . 

Representative Cote. How do these vary between communities? 

Mr. Lyncu. One can only determine that by going right into the 
community itself and citing, finding actual transactions in the rental 
and sales markets. 

Representative Cote. So that it is not uncommon for this rent multi- 
plier to fluctuate or vary within a single community by a factor of 
three to four hundred percent ? 

Mr. Lyncu. Correct. 

Representative Cote. You say that is correct ? 

Mr. Lyncu. Correct. It may vary from block to block, from neigh- 
borhood to neighborhood and from year to year. 

Mr. Norris. Is it not true that a large number of the roofs of the 
houses at Richland are substandard, too, and that they used 2-by-4 
beams? 

Mr. Barker. In some cases they did. 

Mr. Norris. How many? 

Mr. Barker. The construction of all houses, however, was carefully 
inspected by FHA architects as well as the appraisers in estimating 
the appraisal cost and all those factors were taken into consideration. 

Mr. Norris. How many have the 2-by-4 beams in the roofs? 

Mr. Barker. I could not say offhand. 

Mr. Norris. How many houses at Richland have wiring which is 
up to the standards of the Washington State and local zoning require- 
ments? 

Mr. Barker. I would say the majority. 

Mr. Norris. Do you mean by that 50 percent of the houses, 3,000 
are not up to standard ? 

Mr. Barker. The only question that came up on wiring, the only 
complaint that we received while in Richland was in regard to the 
prefab houses which had been rewired in 1948 or 1949. It still per- 
sisted that they did not meet requirements, partially due to the fact 
that a number of them had been sold for offsite removal to Kennewick 
and Pasco and other nearby locations and, in several instances, it has 
been called to my attention that the local ordinance required some 
changes to the wiring. 

But that only affected the prefab houses. 

Mr. Norris. Do you know how many of the houses in Richland do 
conform to the code, then? Would you say it is 50 percent ? 

Mr. Barker. I would not guess at a percentage. A very high 
number of them do. 
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Mr. Norris. You mentioned as good houses in Oak Ridge the cinder- 
block houses in the Woodland area. Are not a large number of those 
houses built over some flaw in the land which causes them to be 
unusable ? 

Mr. Lyncn. Some 60 of them are questionable. Some 4 or 5 are 
in a condition of serious deterioration due to some kind of failure. 
naan were inspected jointly by ourselves, the Office of the Adminis- 

‘ator, the Atomic Energy Commission or its management agent down 
thane, some time ago, and I believe that there still is under considera- 
tion the possibility of repair. Whether that can be done satisfactorily 
or not I do not know. 

Mr. Norris. Is it not true that the only complaint that has been 
received from Oak Ridge at all is a petition to reappraise the cinder- 
block houses? 

Mr. Lyncu. The only complaint we have received at our office to 
date has been a petition I mentioned yesterday, I think 29 or 31 of 
these cinder-block houses. 

There are some hundreds of them, I think. 

Mr. Norrts. Mr. Barker, I think you said you had not been to Oak 
Ridge? 

Mr. Barker. I have been to Oak Ridge. 

Mr. Norris. How much time did you spend there ? 

Mr. Barker. Several days. I qualified that as having been in some 
of the houses but not knowing very much about Oak Ridge. 

Mr. Norris. How many of the houses did you go into, sir? 

Mr. Barker. I believe one of each type. I was with a group. 

Mr. Norris. How many days were you down there ? 

Mr. Lyncu. May I suggest that Mr. Barker did not appraise Oak 
Ridge or did not supervise at all? Mr. Robert Jones was supervisor 
there. 

Mr. Norris. I was not raising the question that he was supervising 
there. From a rough look at the situation, one might draw the con- 
clusion that Oak Ridge and Richland were run on two different sets 
of premises and I was trying to draw out some of the facts on that 
situation. 

Mr. Sicery. What do you base that statement on? I am not aware 
of any difference in treatment between Oak Ridge and Richland. Yo 
our knowledge the procedures were identical. The personnel were 
different but the principles were the same. 

Mr. Norris. Were the principles checked against types of houses in 
the two cities? 

Mr. Starry. Both jobs were ultimately supervised by the Washing- 
ton office. Mr, Lynch had a lot to do with supervision of both of them 
from the standpoint of developing criteria: Mr. Bowser, our Assistant 
Commissioner for Technical Standards, who runs the national program 
of underwriting, had a good deal to do with this, and a good many 
meetings were held in Washington. 

Mr. Norris. Were the instructions to the people in the two towns 
identical ? 

Mr. Steery. The basic instructions, of course, the appraisal, I think, 
stands or falls in both instances on this term of art of the determi- 
nation of qirrent fair market value, with modifications as outlined 
here, as Senator Jackson read earlier in connection with the report. 
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Mr. Norris. In determining the fair market value, did they in any 
way try to see whether the two sets of appraisals were being run to- 
gether on the same premises, except for that one clause ? 

Mr. Lyncu. I think I mentioned yesterday that at the outset we 
had, after employing our two consultants, Mr. Richard B. Hall for 
Oak Ridge and Mr. Watson A. Bowes from Denver. There was a trip 
made to each locality to familiarize both consultants, both appraisal 
supervisors, Jones and Barker, myself and others with the generalities 
of the situation in each place. The entire trip to the 2 places took 
approximately 1 week. I think we left here Sunday morning and pos- 
sibly returned the following Saturday morning. 

We then went into conference here in the office and talked over the 
whole situation, revised our plan of action slightly in accordance with 
our findings in the field to get greater efficiency, and the work was then 
commenced shortly after that. At that time, we brought in the eco- 
nomist into each locality and the initial field appraisers who started 
this background data gathering and analysis process. 

There was never any attempt made to tie one project tightly to an- 
other. The general procedures are those of sound appraisal practice. 
Both consultants were in constant, or rather frequent, contact with each 
other. There was also contact between the two valuation supervisors, 
Mr. Barker and Mr. Jones, but there are minor differences in the actual 
physical way of reporting the cases, not in the valuation premises; is 
that correct ¢ 

Mr. Barker. That is correct. 

Mr. Norris. After the appraisals had been made, was there any at- 
tempt made to sit back and Jook at them to see whether they generally 
conformed to each other ? 

Mr. Lyncu. If you mean by “conformed,” if they agreed, we cannot 
do that, Mr. Norris. As I suggested yesterday, what obtains in one 
city will not obtain in another. 

Mr. Norris. But here you have the only two cities which are as close 
to being identical as you could have in the United States. 

Mr. Lyncu. I cannot agree that they are identical. They are half- 
way across the continent from each other. I wish it had been possible 
to appraise a given house in one community and just at one fell swoop 
say that value applies to this community and the other. It does not. 
Each property has to be considered on its own merits in accordance 
with the committee report and, again, in accordance with sound ap- 
praisal practice. 

Mr. Sicery. Am I not correct in assuming that there were differences 
in the appraisals arrived at in 1952 and 1954 and 1948 between Oak 
Ridge and Richland, or were they identical ? 

Mr. Norris. They were not identical but they were within shooting 
range of each other. 

Representative Corr. How close is that ? 

Mr. Sicery. I did not get that impression from the figures you read 
but I could have heard them incorrectly. 

Mr. Norris. Can you tell us what + average weighted basis of the 
appraisal values to the current rents are for each of the cities, Oak 
Ridge and Richland ? 
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Mr. Lyncu. No; I cannot. 

Mr. Norris. Do you know whether or not the average weighted basis 
for the rents in Richland is double that of Oak Ridge? 

Mr. Lyncu. I do not. I do know this, Mr. Norris, that I discussed 
the application of this gross capitalization process with Mr. Hall and 
Mr. Jones during the time the work was progressing, and both of them 
told me that there was a much less clear relationship between going 
market, values, prices, and going market rents in the area surrounding 
Oak Ridge than was apparent in the Richland area. 

Mr. Norris. I believe at one point, Mr. Barker, you mentioned the 
fact that you used the 50-year life for the life of the houses in Richland. 
Is it not true that Boeck on Appraisals is one of the textbooks which 
is recognized as the outstanding authority on appraisals ? 

Mr. Barker. He is one of them. 

Mr. Norris. Do you know whether or not Boeck has it that this 
kind of house would have a 33- to 40-year life? 

Mr. Barker. No, because I believe Boeck qualifies any such table 
that he has ever presented along those lines; that is, it is entirely up 
to the judgment of the appraiser and it depends on the condition 
of the house. 

Mr. Norris. Is it not true that in the area generally they use 33 to 
40 years? 

Mr. Barker. No, sir. 

Mr. Norris. Mr. Chairman, I would like to insert in the record the 
Oak Ridge appraisal prices for 1952. 

Senator JACKSON. Wy ‘ithout objection. 

Representative Cote. What is it going to show ? 

Mr. Norris. This appraisal was for the same purpose that the Wheel- 
er appraisal was made in 1952. 

Senator Jackson. It was made at the same time ? 

Mr. Norris. At the same time for the same purpose. 

Senator Jackson. Without objection that will be inserted in the 
record. 

(The information referred to follows :) 


HOovusING AND HOME FINANCE AGENCY 
OFFICE OF THE ADMINISTRATOR 


WASHINGTON 25, D. C. 
May 10, 1956. 

The Housing and Home Finance Agency today announced the range of ap- 
praised values for Government-owned residential properties at the Atomic 
Energy Commission’s installation at Oak Ridge, Tenn., which the HHFA will 
offer for sale on a priority basis. 

The appraised values given include house and lot and tenant improvements 
and are subject to discounts of 15 percent to priority purchasers and an additional 
10 percent below the appraised price for waiver of indemnity against loss on 
resale prior to August 4, 1970. 

Classes of priorities are established in AEC regulations issued in February 
of this year. 

The range of appraisals covers 4,412 residential structures in Oak Ridge, 
of which 3,526 are single family and 851 are duplexes. They fall into 27 types. 
Not included is additional AEC property to be sold by HHFA, including apart- 
ments, vacant lots, commercial property, and church and other nonprofit 
structures. 
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Final review of the individual property appraisals is nearing completion and 
public posting of these appraisals in Oak Ridge is expected to be made soon. 
The range by types and number of structures of each type follows: 


Type Number of Range 
houses 
A, Cemesto, | story, single family, 2 bedrooms 700 | $2, 859-$4, 850 
B, Cemesto, | story, single family, 2 bedrooms ; 800 | 3, 650- 6, 350 
C, Cemesto, 1 story, single family, 3 bedrooms 400 4, 275- 8, 050 
D-1 and D-2, Cemesto, 1 story, single family, 3 bedrooms | 447 6, 525-11, 750 
F, Cemesto, | story, single family, 3 bedrooms._.- 53 7, 300- 9,775 
G, Cemesto, 1 story, single family, 2 bedrooms . 40 2, 625- 3, 800 
H, Cemesto, 1 story, single family, 3 bedrooms 10 | 2,900- 3,275 
15, concrete block, 1 story, single family, 2 bedrooms 150 4, 000- 6, 425 
16, concrete block, 1 story, single family, 2 bedrooms 150 | 4,500- 6,725 
17, concrete block, 1 story, single family, 3 bedrooms__.- 100 | 5, 300- 7, 500 
18, concrete block, 1 story, single family, 3 bedrooms ? 100 6, 409- 8, 500 
19, frame, 1 story, single family, 3 bedrooms ‘ 73 6, 35%- 7,400 
22, frame, 1 story, single family, 4 bedrooms < 72 7, 175- 9, 300 
31, frame, 1 story, single family, 3 bedrooms : fi | 10, 200-12, 475 
32, frame, 2 story, single family, 3 bedrooms 4 13 8, 400— 9, 375 
33, frame, 2 story, single family, 4 bedrooms 10 9, 125- 9, 925 
34, frame, 1 story, single family, 3 bedrooms. - - -- 21 ; 10, 150 
20, frame, 1 story, 2 family, 2 bedrooms each 46 8, 300 
21, concrete block, 1 story, 2 family, 3 bedrooms ‘ 6 ; 53 9, 275 
23 and 24, frame, 1 story, 2 family, 2 bedrooms 143 5, 300 
L, frame, 2 story, 2 family, 1 2 bedrooms and 1 3 bedrooms 60 7, 150 
T, frame or asbestos, 1 story, 2 family, 1 2 bedrooms and 1 3 bedrooms 190 4, 950 
U, frame or asbestos, 1 story, 2 family, 2 bedrooms 60 4, 425 
TDU, frame, 1 story, 2 family, 13 bedrooms and 1 bedroom 340 | 5, 200 





TDU, frame, 1 story, 1 family, 2 bedrooms 
Rehabilitated flat top, 2 bedrooms__- 
Rehabilitated flat top, 3 bedrooms__- 


3, 150 
250 | 2,225- 3, 525 
125 | 3,050- 3,950 


[From the Oak Ridger, Oak Ridge, Tenn., Thursday, February 14, 1952 


UNITED STATES ATOMIC ENERGY COMMISSION, OAK RIDGE OPERATIONS, OAK RipGE, 
"TEN N.—SAMPLE APPRAISAL OF HOUSES AND LOTS * 


GENERAL INFORMATION 


The information following on this page is being provided to help housing oc- 
cupants and program employees and their families decide whether they would 
be interested in purchasing property in Oak Ridge under the terms recom- 
mended last year by the Atomic Energy Commission's panel on community 
operations, Commonly known as the Scurry panel. 

This panel, composed of leading real-estate and municipal government au- 
thorities, was appointed by the Commission in the summer of 1950 to study 
the problems of self-government and private ownership of real estate in the 
communities of Oak Ridge and Richland, Wash., and to recommend future steps 
which should be taken in the development of these cities. 

After a full year of study, the panel found that disposal of real estate and 
the municipal incorporation of both Oak Ridge and Richland are “patently de- 
sirable.” The panel emphasized, and the AEC agreed, that the success of any 
such program would depend upon the interest and cooperation of the residents. 
Consequently, the Commission announced at that time that it would not act 
upon the panel’s recommendations until it had determined the reaction of oc- 
cupants and program employees both to purchase of property, and incorporation 
of the cities. Thé AEC also said last August that in order to help occupants 
and program employees decide whether they might want to purchase property, 
the Commission would obtain and publish as quickly as possible competent ap- 
praisals of the fair market value of properties which the panel recominended be 
sold at fixed prices. 

In December the AEC’s Office of Oak Ridge Operations engaged the Knoxville 
Real Estate Board to make a sample appraisal of 208 properties here, including 
185 houses and 20 vacant lots upon which houses could be built, Houses ap- 
praised were generally three units of each type in each amenity zone. As ex- 
plained below, these appraisals were made by 4 teams of 3 qualified appraisers 
ach, 1 member of each team being a certified appraiser for the Veterans’ Ad- 





1This information published by Management Services, Inc., as agent for the Atomic 
Energy Commission. 
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ministration. These appraisals were recently completed and were then reviewed 
by both the Federal Housing Administration (FHA) officials in Knoxville and 
Memphis and the Veterans’ Administration Office in Nashville. Both agencies 
have advised they consider the appraised values to be reasonable under present 
market conditions. 

Incidentally, both the Knoxville Real Estate Board’s appraisals and the FHA 
and VA reviews were made on the basis of these assumptions : 

1. That the report and recommendations of the panel on community opera- 
tion on Oak Ridge and Richland (Scurry report) will be used as a basic 
background guide. 

2. That the Commission’s present level of Oak Ridge operations will continue 
approximately as a present. 

3. That all of the housing presently owned, operated, and managed by the Com- 
mission in Oak Ridge will eventually be sold. 

4. That existing housing rentals in Oak Ridge will be on a surrounding area 
comparability basis. 

5. That appraisals will be based generally upon the value of similar properties 
located in nearby communities. 

6. That tenant capital improvements to the property will not be reflected in 
the sample appraisals. 

Below is a printed table showing not only the appraised values for all the types 
of units studied, but also the sales prices computed in the manner recommended 
by the Scurry panel, plus a complete breakdown to show what these prices mean 
to the purchaser in terms of down payment and monthly payment. Such a break- 
down should be most helpful to occupants and program employees in their evalu- 
ation of the sales program proposed by the Scurry panel. In the last column of 
the following page, are a number of explanatory notes which help to make clear 
what the figures represent and how they were computed. 

It should be emphasized that these are sample appraisals and that if a sales 
program is adopted, each individual property offered will then be appraised 
separately. 

The calculations in the following table are based upon several recommendations 
made by the Scurry panel, some of which are repeated here. It is important that 
every occupant and program employee read and consider these recommendations, 
because in a few week the United States Census Bureau, acting for the Commis- 
sion, will poll every tenant in Oak Ridge, and all program employees living outside 
the city to determine their reaction to the Scurry panel’s proposal for property 
sale. 

The Commission has emphasized that the reaction of occupants and program 
employees to the Scurry panel plan will have considerable bearing on the Com- 
mission’s action regarding the recommendations and its decision to support Fed- 
eral legislation to complete a workable plan. 

The Scurry panel’s principal recommendations regarding property sale: 

1. Homeownership is desirable. (The panel envisioned that employees would 
be able to buy not only existing houses, but alternatively vacant lots upon which 
they could build their own homes, or homes built by private developers on land pur- 
chased from the Government. ) 

2. Business property ownership is desirable. 

3. Sales prices for residential property, sold to priority holders, should be set 
at fair market value (as determined by competent appraisers) less 10 percent. 

4. Legislation should be sought to qualify Oak Ridge housing for mortgage in- 
surance under title VI of the National Housing Act (FHA). Apparently housing 
here already is eligible under the guaranteed loan plan of the Veterans’ Adminis- 
tration. 

5. Deeds for property should include, prior to incorporation, covenants calling 
for (@) payments in lieu of taxes; and (b)ordinance-type zoning, sanitation and 
other protective restrictions. 

The panel also recommended that residential property (single homes and du- 
plexes) be offered for sale to persons in the following order of priority : 

1. Occupant, at fair market value less 10 percent (for first 90 days). 

2. Nonoccupant employed in atomic energy program, at fair market value less 
10 percent (second 90 days). 

3. General public (to persons offering highest bid above fixed price.) 

The Commission urges you to study these and other recommendations of the 
Scurry panel seriously so that you will be able to give informed answers when 
the Census Bureau makes its survey here within a few weeks. Copies of the 
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complete Scurry panel report are available in the public library or can be se- 
cured at the rent-collection window in the Management Services, Inc., building 
No.1. If you have questions, please call the AEC’s Commercial Services Division, 
5-3521, extension 16 or 67. It is in your best interest as a present or potential 
citizen of Oak Ridge to become informed on the panel’s various recommendations 
regarding home sale and incorporation. 

The Commission emphasizes again that the reaction of occupants and program 
employees to the Scurry panel plan will have considerable bearing on the Com- 
mission’s action regarding the recommendations and its decision to support Fed- 
eral legislation to complete a workable plan. 


Addresses of properties appraised 
A Cemesto: 


306 Verbena Bnd... sno cc ibeecenn ee enes Low. 
260: TsO: THONG in hc ick eed ee ici ntasacrecthbeisemeetn Do. 
107 UR WORE NE on iin Lh ie imaicckcddieedee as Do. 
DIO Tig TOG cee ea deen cS Medium. 
S25 Tee ee oe iwcdcina ee Do. 
706 | Mewes ERG ai kn ae es Do. 
20 CU BOOBs occ cecdadbiicstewenasaee High. 
At TRON PRN O se nah ee a hee Do. 
207. OpGee Windle... 250 b ae a te Do. 

B Cemesto: 
330 Tyeen teed... 2 ae ee ae Low 
G08  iemiepivanle .n ce Lees Do. 
200. Wiletis Tie... nok Ach ei ae Do. 
133 Deer PONG ik ie ee Medium. 
104 Went Price TARG.. eee eee Do. 
214 Onter Dee. oc isle ee a eee a Do. 
TD RE fo ike ee teint nkisnctdeleaaotene High. 
Oe I i ssn. lessee es oct te ks aaah nasnaecooatigedewadons Do. 
REF CG RIO arin i ORB SE Scented Do. 

© Cemesto: 
Tae Sr ee... ced dea he Low. 
ROE Ti VO is cites biased Rienieda Sao Do. 
52S Sereed WONG 355 ae eh ae Do. 
IGE WHORE mele TiO ini ictisk en cece See Medium. 
2G ee a rth rcs aah tN Bi Do. 
5O6 BIE BOUT ii oicicinhiiipiethl ocean ee ie Do. 
Se ON sini cet ee iid - High. 
304 COV OTS TOO ions ence ee tee Do. 
104 Geter TANG cn ccuccasincabbicnicidadnddng Do. 

D Cemesto (one bath): 
110: Wee Patley Wiee oie aaa Low. 
124 Rantatitey: A vente. seein ee Medium. 
134. Bowler Weee nb ese  ee t  e  e ee Do. 
04 FE Fe ais ee oa is esther ga High. 

PD Cemestoc (two baths): 
SOB Wek Wehr Te ig ii ise isteach sticsee chee Low. 
TOE Pa lee Cet ot i, oi te cee aeas Do. 
TENS TA rh Ke iis cee a a ie ee ae Medium. 
At Oct TOO. ose ee eked pee dee gue High. 
SOR a I i ei ieik ccteatacigiaden megabit Do. 

F Cemesto: 
530 Dinet Panedins ...c shh icodetieaiaciatabaaneu Low 
RO a Tn ca th a Do. 
TOE Te Ro nid ccs oe caw daeeedwaetienn Do. 
150 Te iio kc dined canine Medium. 
SED Wee Pe RN on ki ii enn einnns Do. 
COG TGR We A io ee clon Demebwen Do. 
ED: CIN UII ie ii ica sires cede aakenneteadheeaa ein . High. 
Oe me Ta ee ade Do. 
207 Tien ie i cee Do. 

G Cemesto: 
T1464 Aiipiiien RV si ss ccc aactainiin Low. 
111 Adie Bee. a Deckbee es tise ie oma, Do. 


141 North MbOE eet ee eanden Do. 
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Addresses of properties appraised—Continued 
H Cemesto: 
Dl Br | Dig steam 
125 South Alabama 


Model 31: 
TU NORE BORG cen nasasaensauscsncsascnneasacd, Medium. 
411 East Drive 
145 Orchard Lane 
138 Orchard Lane 
Model 32: 
Ne ee aii teria iictinsinnicentnieha le es, Medium. 
991% Outer Drive 
139 Orchard Lane 
Model 33: 
110 West Faragut Road 
147 Georgia Avenue 
re cael <ssciaeatiten tint catia l 
508 Delaware 
101 Oneida Lane 
Model 34: 
104 Hillside Road 
100% East Passmore Lane 
105 California 
301 Firestone Road 
fee OM Sg ee hotline petite 
102% Meadow Road 
oe Me tet iia wrecnimererionninde Scagieintininnea aaa bi 
100 Essex Lane__.._...___ <i tatu seid alaieiMiacinca a peat High. 
136 Orchard Lane 
Model 15: 
EE RL NE II SLL EE SEE Medium. 
ae Geaceer Circie................. ih aa i in Do. 
110 Nasson Lane Do. 
Model 16: 
Se eee ce tee eS oa eines Do. 
175 South Purdue Avenue ; Do. 
100 Pane Lane Do. 
Model 17: 
125 West Gettysburg ; 
100 Parris Lane__._-_-~- Ih aa a a Tea acid Medium 
123 Marietta Circle Do. 
117 Princeton Avenue Do. 
Model 18: 
142 Parson Road Do. 
117 Goucher Circle . Do. 
Gt ERUE? ROB ans ccenniccapennimaannentmanamedd 4 Do. 
Model 19: 
119 Potomae Circle Do. 
ee immutiiealead Atha Do. 
121 Marshall Circle 
Model 20 (duplex) : 
147-149 Maryville Circle 


108 Marquette Road_____--_- snasanatin eianininsttntnaice A ALT ae 
148 Maryville Circle ‘ 
187-189 North Purdue Avenue___.......-.--.- 4 -..-. Medium. 
203-205 North Purdue Avenue 
pore Bo Dy yl | areas a ee 
101 Potomac Circle 
Model 21 (duplex) : 
103-105 West Gettyburg 
137-139 North Purdue 
120-122 Marquette Road 
183-185 North Purdue Avenue 
191-193 South Purdue Avenue 
132-134 Quincy Avenue 
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Addresses of properties appraised—Continued 
Model 22: 
LED Nevado CCeles.Wi6:5ncemisodicdin Bis ee ee Do. 
138 Nevada Circle sire A OO 
OF Paes CTO Oasis ec hs as i i ee ce, eel, Do. 
L-2, L-38 (duplex): 








19-4 Ee One TiO. a ee be ee Do. 
TORR Tem ey OVO i Do, 
364-386. reat Outer TGs cen pak used wkend Do. 
T-2, T-3 (duplex) : 
117-190 Seeth Hickory Lave... 2-5. ee Low. 
109-111 South Hickory Lane____---~ il a i ha Do. 
103-308 Dh SECO FMS nn ine endiacdeces " Do. 
ea ae ID: IN ic carts ion enn sm eerie a name Medium. 
170-172 Warrior Lane_________-- uae era a Do. 
SA Pe EN oi terrireriicatmnin dl tees Si Do. 
130-120 eth Walter: LANG... .ccncdcnnascuccacnele _.. High. 
THT Deen AOE. LOD. occcunincnnwisnnthnectuad Do. 
GTS-5 Wet COUROE. DIGIT Gccetntccccntcien — Do. 
V-—2 (duplex) : 
104-106 South Hickory Latie..... 2. oncansncccus LOW, 
136-118 Wetthewn AQRCsccenccccccecccec cn ncc mee Medium. 
584-586 ‘West Outer Drive....===-.==-.2=-s2.242 Mis Do. 
32—134 South Walker Lane..===... =. --2- eee Do. 
117-190 Noreh Walker dame: ==. <= -25. se ceccsc cl High. 
454~450 Wires’ Cuber serivOsasns es ecccsslnk lee Do. 
476-216 Went Guber’ Drwvesin ccs Do. 
TDU-3 (duplex) HL-33: 
an 5 een ee NI So os Ue ke Lee Low. 
ae ae reer ee a WEN 650 8 a bce bean wees Do. 
ee: er OT) A WONG issn i regs Do. 
TDU-103 (duplex) PP-31: 
6-45. Toran La. FF FSF. Do. 
So -aao sooeer ane eee. oe eee Do. 
e-aee seo eve 080}. eee ee ees Do. 
TDU-3 (single family) GF-3: 
2 See Aeon... oo oe oue de. 2 = Do. 
a en 2 Ceo ae Stes Do. 
ee nn: 2 ee eed Do. 
TDU-1 (duplex GF-11: 
ate OD: VON Sg as io cea eee eel Do. 
ae eer A VORGS. on ae Do. 
ee a ee ee ee Do. 
TDU-2 (single family) HL-2: 
240 Jefferson Avenue_____________-_ Fee Re Do. 
234 Jefferson Avenue__ eee 7 Do. 
242 Illinois Avenue_ ea reece Do, 
TDU-2(duplex) LOF-22: 
206-156 Been COIS... ... ccwnmnncacneneenecened li! _. Medium. 
SO SIE) CI OIO. 8 nk cw neneunewscmwamners " ~ | Bp: 
TDU (duplex) GF-22 
eee IIE, I csc cies sictintap enemies a id _ Low. 
PE the OT CRT LIIO PROG steer Do. 
200-202 Mabhertavilic Road... cnn nse evil Do. 
POE ey, CI a aie sissies nien ncsicictmatreninn ke Medium. 
724-Tas weer Outer Drive.......caceccnen nts. Jie Low. 
793-723 West Outer Drive...on«cncscenen tli Suis Medium. 


Model 15: 
203 South Bennett Lane___ 
104 Bennett Lane___ 
108 Bennett Lane__ 
Model 16: 
209 South Benedice Lane 
107 Bennett Lane 
101 Bennett Lane_ 


Neighborhood. 


Do. 
Do. 


Do. 
Do. 
Do. 


SALE OF COMMUNITIES 


Addresses of properties appraised—Continued 
Model 23 (duplex) : 
308-305 South Benedict 
119-121 Bethume 
342 South Dillard 
238 South Fisk 
Model 24 (duplex) : 
206-208 South Fisk Avenue 
200-202 Dillard 
Riper LO Deeeee COG A Si ce in eRe. : 
A-6 Flattop: 
137 West Hutchinson Circle 
1ap. peewee Bees C.K 
119 East Hutchinson Circle ; ae 
eee eee: eet ee ee Medium. 
133 Wadsworth Cirecle______ 
202 Wadsworth Place 
132 Wellington Circle 
108 East Washburn 
140 West Washburn 
Flattop: 
106 Pasteur amie. ... i. Lecwadtcen oaks... _ Low. 
106 Hendersetr LOne. 5 dont ne cil si KK he cade ecenienile cai Do. 
109 Hillside Road Do. 
214 Jonathan Place Medium. 
401 Jefferson Avenue Do. 
Jefferson Avenue a Do. 
702 West Outer Drive 
802 West Outer Drive < 
G66 West Outer Drive.....2.....2..00b.2054-4652..-). _._ Medium. 
664 West Outer Drive . : Do. 
Flattop: 
135 West Pasadena Low. 
142 West Hutchinson Circle Do. 
101 East Hutchinson Circle Do. 
120 TthecertRO ek 6. as ca he i hi he tn ge =: Medium. 
196 Hillside Road 
101 East Judd Lane 
119 Wellington Circle 
698 West Outer Drive 
124 West Washburn Circle 
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EXPLANATORY NOTES 


(Letters refer to columns in table) 

A—T ype of unit 
Appraisals were secured and values are listed above on each type of single 

family and duplex housing unit. These types of units were recommended by the 

panel on Community Operations for sale to occupants and program employees at 

a fixed price related to appraised values. 

B—Rent amenity zone 


Appraisals were made on three units of each type in each amenity zone where 
that type is found. The purpose of appraising similar units in the various amenity 
zones was to obtain approximate maximum and minimum values for each type 
of house. Lot values varied considerably because of general location. In some 
cases the values of structures also were influenced by these lot locations. 


C through F—Appraised value 


Appraisals were made by the Knoxville Real Estate Board. For these ap- 
praisals the board selected from its qualified members, 4 teams of 3 members each. 
Each team included one appraiser who had been certified by the Veterans’ Admin- 


istration as qualified to perform appraisals in connection with veterans’ guar- 
anteed loans. 


D—Appraised value, lot 


The minimum, maximum average values shown are those for each type of 
unit in each amenity zone. For example, the appraised values reported for the 
A cemesto units in the low amenity zone showed the minimum lot value of those 
appraised to be $500, and the maximum lot value to be $800. The average value 


of the 3 lots appraised in the low amenity zone was $630. The same type listing 
is shown for the medium and high amenity zones. 


E—Appraised value, structure 


These amounts are the minimum, maximum and average appraised values for 
all units of the various types selected for appraisal. 


F—Appraised value, total 
These amounts are the total value of lots and structures (Column D plus 
column E). 


The appraised values do not include tenant additions or betterments and were 
made on the basis of the basic structure and equipment. 


G—Fized price 

The panel on Community Operations recommends on page 30 of its report, 
that appraised values be reduced by 10 percent in setting the fixed prices at 
which single family and duplex properties would be offered to priority holders. 
Accordingly, the amounts in this column are 10 percent below the appraised values 
shown under column F, and would be the sale prices on the basis recommended 
by the panel for occupant and nonoccupant employee priority holders. 


H—Method of financing 


The panel recommends that should the Commission adopt a sales program, 
it seek legislation to qualify Oak Ridge housing for mortgage insurance under 
title VI of the National Housing Act. This should materially assist the pur- 
chaser in obtaining mortgage loan funds. Under this method of financing, 
mortgage insurance would be granted by the Federal Housing Administration. 
Estimated mortgage loan amounts and the costs involved in financing a purchase 
under this plan are shown opposite the heading “FHA.” 

Figures appearing opposite the heading “VA” indicate the loan amounts and 
costs involved under the guaranteed loan plan of the Veterans’ Administration, 
which would be available to eligible veterans. 





I—Minimum cash downpayment 


Under title VI of the National Housing Act, the FHA can insure a mortgage 
loan for a maximum of 90 percent of its approved value. Therefore, the pur- 
chaser must make a minimum cash payment of 10 percent of the purchase price 
at the time purchase is made. These downpayment figures do not include clos- 
ing costs which would probably approximate 2 percent to 3 percent of sales price. 
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Under the provisions of the Veterans’ Act, the following minimum cash down 

payments are required at the time of purchase: 

4 percent up to and including a purchase price of $7,000. 

6 percent if purchase price falls on or between $7,001 and $10,000. 

8 percent if purchase price falls on or between $10,001 and $12,000. 

(Over $12,000 the percent of downpayment required is proportionately 

much larger as compared to that for $12,000 or less. ) 

Under the Veterans’ Administration plan, closing costs can be added to the sales 
price and the downpayment percentages applied to that total. This allows the 
purchaser to pay almost all of the closing costs, from the proceeds of the loan. 


J—Mazvimum loan obtainable 


These amounts represent the maximum loans that could be insured by the FHA 
(title VI) or could be obtained under the Veterans’ Administration plan of guar- 
anteed loans. Loans would be secured by the purchaser from any available 
mortgage loan source he might select. In accordance with standard real estate 
purchase procedure, the buyer, after obtaining his loan, would make full payment 
in cash to the Commission or its agent. 


K—Monthly payment, on maxvimum loan obtainable 


These monthly payments would be the fixed amounts to be paid each month by 
the purchaser to retire in 25 years the maximum loan shown in column J, and to 
provide interest at 4 percent on the unpaid balance of the loan. On the flattop 
units (A-—6, B-1, C-1), monthly payments are computed on the basis of a 20-year 
loan at 4 percent interest. 


L—Monthly payment, on mortgage insurance (FHA) 


These amounts would be the purchaser’s fixed monthly payments for mortgage 
insurance required by FHA. They are computed at a rate sufficient to provide 
one half of 1 percent on the remaining balance of the loan during the 25-year 
term. If the FHA plan of financing is not obtainable on the flattop units (A-6, 
B-1, C-1) and AEC assumes the mortgage indebtedness, this charge for mortgage 
insurance would not be applicable. 


M—Monthly payments in lieu of municipal tazves 
These amounts represent the payments in lieu of city taxes prior to incorpora- 


tion at the rate of $2.14 per $100 of sales price. For example, the A Cemesto 
average for the low amenity zone is computed as follows: 


Annual payment in lieu of city taxes ($4,122 $2.14) 
Monthly tax (42 of $88.21) 


N—Monthly payment, county tares 


These amounts are estimated on the basis of an average assessment ratio of 
30 percent of fair market value (assumed to be the sales price), and at an annual 
rate of $3 per $100 of assessed value. For example, the county tax for the aver- 
age A Cemesto in the low amenity zone is computed as follows: 


SE TO cs cae ch vache ae seed tern tact ek nisi ecient dean eosenaiterta sriaemborseaniscn sess ig, 
Assessed value of (30 percent of fair market value, or sales price) 

Annual tax (at rate of $3 per $100) 

Monthly tax payments (443 of $67.00) ......-....................... it 


The source for the assessment ratio of 30 percent is the Annual Survey of 
County and City Governments in Tennessee by the Tennessee Taxpayers Associ- 
ation, Research Report No. 84 of 1950. The Scurry panel used an assessment 
ratio of 45 percent which was the most recent advice available at that time. 


O—Monthly payment, fire insurance 


Based on the appraised value of the structures at the fire insurance rates for 
Oak Ridge published by the Tennessee Inspection Bureau. 


P—Total monthly payment 


These amounts are the total monthly payments which would be made by own- 
ers of the various types of units, if purchased at the fixed prices shown and 
financed as indicated. Usually, a single monthly payment, covering all of the 
costs shown, is made by the purchaser to the organization which makes the loan. 
The lender keeps the share of the payment attributable to interest and amor- 
tization on the loan, pays to the FHA the mortgage insurance premium, pays the 
city and county taxes when due, and pays the premiums on fire insurance. 

The amounts shown in this column are the totals of columns K, L, M, N and O. 
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Representative Cote. During your absence, Senator, it was sug- 
gested by the FHA people that the committee might be interested in 
learning the basis on which the Richland committee arrived at values 
for the various properties and I concurred in that feeling and it was a 
question of whether it was to be submitted this afternoon or tomorrow. 

Senator Jackson. You mean the city council / 

Representative Corr. The city council or the local committee who 
apparently made appraisals on these properties. The committee would 
like to learn the basis on which they arrived at their figures. 

Mr. Sicery. The criticism being that our appraisals are not in line 
with those and we might be interested to know how they arrived at 
that. 

Senator Jackson. Is there anyone here who would be in a position 
to do that tomorrow, to make that presentation ? 

I might say that there is a full committee meeting on over in the 
joint committee so that we will have to adjourn, I think, Congressman 
Cole, until tomorrow. We are all required to be there. The meeting 
I just came from was another subcommittee but in the case of the full 
committee, we are duty bound to adjourn so that we can attend the 
full committee meeting. 

We will resume tomorrow, then, at 10 o’clock, and we will try to get 
a room in the Capitol if counsel will find a location as close as possible 
to the House side. 

You have no objection, Congressman ? 

Representative Corr. No. 

Mr. Sigery. Do you care that we be present here tomorrow ? 

Senator Jackson. Yes, we would like to have you here. 

Do you people require consultation? Iam talking now to the FHA. 
Would it be necessary for you to bring people in from the outside in 
order to give detailed explanation of your appraisals ? 

Mr. Barker. We cannot get Bowes here. 

Senator Jackson. Can you people here not justify these items or do 
you have to call in somebody? 

I would like to find out now whether there will be representatives 
from FHA tomorrow if we get into detailed figures on the appraisals, 
whether you have people available or will have tomorrow that can 
justify your findings. You are asking these people who are lay people 
to give their figures now and I am asking you gentlemen to be able to 
indicate to the committee whether you have competent people who can 
testify on these individual items tomorrow. 

Mr. Metstretn. We can get them here. 

Senator Jackson. Mr. Barker, can you not testify? 

Mr. Metstre.y. Do you need any appraisers who actually went from 
house to house? 

Mr. Barker. It would serve no purpose. 

Mr. Metstrreti. Do you want testimony with respect to Oak Ridge, 
Senator Jackson ? 

Senator Jackson. I think it will be necessary only if there is some 
question where it is pertinent on comparison and other items in the 
record, but we are not going into the Oak Ridge item as such—only 
where it becomes a question relative to something in Richland. 

Mr. Sicery. Our interest, Senator Jackson, was not in the specifics, 
we thought it would be helpful to know as to whether there was a 
physical inspection of the property or whether there was a percentage 
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application to our appraisal. We just have no knowledge as to how 
they arrived at their figures. 

Senator Jackson. I do not know what interrogation has taken place 
in my absence but, of course, I had not completed my interrogation 
of you folks and I was going into great detail as to how you arrived 
at it. I do not know whether your people are in a position to go into 
those details and that is why I asked that question because I will go 
into it tomorrow. 

Mr. MetstretL. You can do it? 

Mr. Barker. I do not know how much detail. 

Senator Jackson. You are asking the people from Richland—this 
is an amazing development—you people who are supposed to be ex- 
perts on appraisals, including one man who spent 5 months out there, 
and he did nothing else, and he wonders whether he can answer the 
questions. I am only raising the point because you people questioned 
the Richland estimates. 

Mr. Sicery. If we cannot get them here by tomorrow, we will get 
them here in the future. 

Senator Jackson. You have one man who spent 5 months out there; 
does he not know? 

Mr. Barker. Sure, but if he is going to ask me questions on a 
specific house, no, I cannot answer. 

Senator Jackson. A specific type house you can. 

Mr. Lyncu. He did not go into 5,000 houses. 

Senator Jackson. I understand, but he was there 5 months and he 
was administering the whole program. 

Let me ask you, Mr. Barker, what did you do while you were out 
there? 

Mr. Barker. I inspected houses and I inspected comparables. 

Senator Jackson. How many houses did you inspect ? 

Mr. Barker. I would not like to guess but it was hundreds. 

Senator Jackson. Do you not feel you know something about this? 

Mr. Barker. Yes. 

Senator Jackson. Why all the flurry about flying to Denver and 
getting somebody ? 

Mr. Meisrretu. My suggestion was, Senator Jackson, that the inde- 
pendent consultant that we retained, I thought if you wanted to ask 
him any questions we would get him here. 

Senator Jackson. Right now I just want to ask you folks questions. 
Are you people in a position to justify the appraisal in detail ? 

Mr. Metsrret. Sure, there is no question about that. The question 
I raised was whether you wanted anybody from Oak Ridge here. 

Senator Jackson. No, I do not see a need. If we do, we will give 
you ample time on that. Do you have people out of your office who 
were at Oak Ridge at the time the appraisals were made ? 

Mr. Lyncu. We have one man, Robert Jones, who acted in a capacity 
parallel to Mr. Barker. 

Senator Jackson. He is here? 

Mr. Lyncu. He is on an emergency trip down South at the present 
time. 
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Senator Jackson. Let me ask a couple of questions. What is the 
practice of FHA when it is called upon to appraise Government 
property? Do you do it yourselves or do you hire outside consultants? 

Mr. Siaery. I do not know what precedents there are. What other 
sneeniey have we made similar to this? 

r. Lyncu. I can only speak from a knowledge of 3 years. I do 
know .that there was some appraising done by my predecessor now 
deceased, and by his staff. I cannot say whether fee men were engaged 
or not. We endeavored in these jobs to balance up the two. Frankly, 
we wanted to be kept out of trouble. We wanted to be guided—— 

Senator Jackson. You have sort of failed in that mission. 

Mr. Lyncu. We seem to have. We wanted to do the very best job 
we could and not do it in governmentese or privatese. 

Senator Jackson. If you did do something wrong, that is one thing, 
and whether your position is right or wrong, that is another matter. 

Mr. Lyneu. I think the appraiser is always in a bit of trouble. He 
does not always find it easy to please but we tried to. 

Senator Jackson. How long have you been there ? 

Mr. Lyncn. Three years. 

Senator Jackson. Have you had any Government appraisals to 
make of Government-owned property that was to be disposed of ? 

Mr. Lyncu. FHA? 

Senator Jackson. I mean that FHA was called upon to appraise for 
one reason or another. 

Mr. Lyncu. There has been a very little activity under section 223 
which involves the Public Housing Administration. Those cases are 
appraised by our own local offices. 

enator Jackson. Suppose you have available tomorrow, there is no 
use going into it now, information with reference to the employment 
by FHA of outside appraisers on the disposition of Government prop- 
erty or appraisal of property that comes within the jurisdiction of 
FHA or assigned to FHA, and the reason why you hired them in this 
case. You alluded to it generally but you might get that background 
for us to give to the committee the professional qualifications of the 
FHA appraisers in this matter, including those in the head agency that 
passed on the subject of appraisal—not the top administrative people ; 
I do not expect them to be here. 

Mr. Lyncn. As to FHA experience in disposal work in the past, I 
know nothing. 

Mr. Sieery. How far back would you like us to go, Senator, to the 
origin of the agency ¢ 

Senator Jackson. I am just trying to find out. The reason for the 
question, you might say, is to find out whether the method you used 
here is different or unusual, the reason for it and why and what prece- 
dents you have and the number of appraisers that you have of your 
own. I just want to find out whether this was done in an unusual way. 
If it was not done in the usual way, the reasons. You ought to be able 
to supply that. 

Mr. Lyncn. How far back we can goI do not know. 

Senator Jackson. Do you not have people in the agency that would 
have that information ? 

Mr. Sicery. I am sure we have. 
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Senator Jackson. Have it tomorrow. I am just trying to get into 
the question of procedures and so on. 

Mr. Lyncu. Yes. 

Senator Jackson. We will resume, then, tomorrow at 10 and Mr. 
Norris will advise you folks as to the location of the committee room. 
We will try to get it in the Capitol. 

(Whereupon, at 4:20 p. m., Wednesday, June 20, 1956, the subcom- 
mittee recessed to reconvene at 10 a. m., Thursday, June 21, 1956.) 
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THURSDAY, JUNE 21, 1956 


Coneress OF THE UNITED SraTEs, 
SUBCOMMITTEE ON COMMUNITIES, 
Jotnt ComMMITTEE ON ATomic ENnerey, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:20 a. m., in room 
155, Senate Office Building, Senator Henry M. Jackson presiding. 

Present: Senator Jackson. 

Senator Jackson. The subcommittee will come to order. 

Mr. Dempsey regrets that he cannot be here this morning due to 
another meeting that he must attend. However, he will be here, as 
will other members, this afternoon when we resume at 2 o’clock. 

The full Committee on Atomic Energy is meeting in exactly 10 
minutes. We will try to run the hearing until about 11:15 and will 
resume at 2 o’clock. 

I would like now to ask the FHA and the HHF A, whoever desires 
to be the spokesman on this, whether or not a directive was issued 


pursuant to Public Law 221 to carry out the appraisal program, and 
if that directive was promulgated and issued under the statute, if you 
have it available here. 
Mr. Sicery. Do you want us to come forward, Senator Jackson? 
Senator Jackson. Yes, whoever you want to come forward. 


STATEMENTS OF FRANK J. MEISTRELL, DEPUTY ADMINISTRATOR, 
HOUSING AND HOME FINANCE AGENCY; CHARLES A. BOWSER, 
ASSISTANT COMMISSIONER, HHFA; CHARLES SIGETY, DEPUTY 
COMMISSIONER, FHA; A. OAKLEY HUNTER, GENERAL COUNSEL, 
HHFA; ASHLEY FOARD, ASSISTANT GENERAL COUNSEL, HHFA; 
JOHN LYNCH, CHIEF UNDERWRITER, FHA; LEE ANDREWS, 
DIRECTOR OF AEC DISPOSITION, HHFA; AND STEPHEN R. BARKER, 
VALUATION SUPERVISOR, HHFA 


Mr. Metsrrety. I believe the Atomic Energy Commission issued a 
letter to the Federal Housing Administration authorizing and direct- 
ing them to appraise these properties. Prior to that the Atomic Ener- 
gy Commission requested the Housing and Home Finance Agency to 
act as selling agent for this property. We have those documents, and 
we will be glad to introduce them into the record. 

Senator Jackson. Fine. Now will you answer the question / 

Mr. Metstrety. I thought I did. 

Senator Jackson. Was there a directive issued promulgating the 
provisions of this act? In every agency, unless I don’t know any- 
thing about administrative procedure, the general counsel works out 
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rules and regulations to implement the statute. Was that done? It 
is a simple question. It should not take long, and we will get over 
it and we will get on to the next points. 

Mr. Sieery. We had a series of procedural recommendations that 
were made in response, I believe, to the letter that was sent from the 
Atomic Energy Commission to FHA, which, in turn, was communi- 
cated to us, and these preliminary recommendations represented the 
ideas based on a series of meetings that were held under Commissioner 
Mason’s direction of our various departments of exactly how this 
job would be attempted. I have that here. 

I believe, however, that the general procedure that was taken is out- 
lined in the two volume report which already I think have been made 
a part of the record. 

There were a series of meetings in Washington, at which time the 
preliminary plans for the handling of the appraisal was made. I 
thought it might be interesting to comment prior to the taking of any 
appraisal in Richland, Senator Jackson, nee 400 man-days 
of effort on the part of FHA-~HHFA people was incurred in making 
the program ready for the beginning of the first physical appraisal 
that was done. 

Senator Jackson. Let’s get back to the answer to the question. I 
am going to be easy to a point here, and then I am going to be a little 
difficult. Would you state whether or not you issued regulations under 
the law? You know you are required to do the appraising. 

Mr. Sicery. Yes, sir. 

Senator Jackson. I want to ask you now whether you issued regula- 
tions defining fair market value as provided in the statute. You can 
answer that question. 

Mr. Sicery. You mean 

Senator Jackson. I tried to get it answered yesterday, and I gave 
you all evening, all night and this morning to prepare an answer. 
Just answer the question. 

Mr. Sicery. You mean regulations in the form in which they might 
have been printed in the Federal Register, that kind of regulations ? 

Senator Jackson. No. You issue—well, do you want to answer it 
that way? 

Mr. Sicery. I mean we have— 

Senator Jackson. You stated yesterday, or other people did, that 
regulations were issued defining fair market value and appraisers were 
so advised. One witness, Mr. Barker, testified he had copies of the 
report. Someone else testified it was all defined in the form of a regu- 
lation. Now I am trying to get the facts. I want to find out what the 
people in the field were advised as to what constituted fair market 
value. Unless we have that, we cannot determine whether or not this 
appraisal was valid at all. 

Mr. Metstretyu. May I interrupt you? 

Mr. Sicery. Yes. 

Mr. Metstretu. I don’t believe, Senator Jackson, that Mr. Barker 
said that there were regulations issued. I think the instructions to 
the appraisers, the definition of what 

Senator Jackson. Let me clarify a point. Are you saying that your 
folks didn’t testify yesterday that a directive or a regulation, one or 
the other, was issued ? 
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Mr. Metstrewu. I don’t think he used the word “regulation.” 

Senator Jackson. Did he use “directive” ? 

Mr. Meisrrevy. Mr. Barker is here. 

Senator Jackson. We will get the record. I think it is clear you 
indicated a directive was issued defining all this. 

Mr. Meistreti. The definition and instructions to the appraisers 
are all set out in written form where we characterize it as a directive. 
I don’t know 

Senator Jackson. Do you have that? 

Mr. Meisrrety. Yes. 

Mr. Barker. This is a typical copy [handing document]. 

Senator Jackson. You are offering this to prove what ¢ 

Mr. Barker. That the field appraisers were notified and given in- 
structions, and in which their attention was called to the wording of 
the current fair market value as provided in Public Law 221. 

Senator Jackson. This is a letter from you, Mr. Barker, to Mr. 
Walther, dated January 17, 1956, Richland, Wash. 

Mr. Barker. That is right. 

Senator Jackson. Who is Mr. Walther? 

Mr. Barker. He is the fee appraiser that was named yesterday as 
one of the fee appraisers participating in the commercial appraisal 
of Richland, from Chicago. 

Senator Jackson. Before we get to this, would you supply now the 
directive you received from FHA outlining and setting forth the cri- 
teria you are to follow in determining fair market value as provided 
in the statute? Can you supply that? Let’s just get this if we have 
to stay all day to dig it out. 

Mr. Sicery. I think this is the way to answer that question, Senator 
Jackson. We use staff appraisers in connection with the appraisals of 
residential property, and these are all experienced FHA staff ap- 
praisers who are trained in our appraisal methods, and these appraisal 
methods are defined very completely in the FHA Underwriting 
Manual. 

Senator Jackson. That hasn’t anything to do with this. This isa 
special statute, and you already indicated the other day what was a 
clear misunderstanding of the statute, and that you are off on the 
wrong track’here: You were referring here just a moment ago to the 
fact that you have all of these instructions under your regular FHA 
regulations. We are operating under a special statute here, a special 
definition of fair market value and apparently you are applying the 
ordinary meaning as you use it within the FHA and defined by the 
regular FHA law. 

Mr. Sicery. I think that the report indicated—I don’t have the re- 
port before me at the moment—that the regular procedures of the FHA 
in appraisals were to be the basic frame of reference in which these 
appraisals were to be done. 

I think that statement is supported by the fact that the Congress 
decided to strike from the statute a special provision for an opportu- 
nity for review, and instead, upon the statement of the Federal Hous- 
ing Commissioner that review procedures were available in the regu- 
lar FHA appraisal technique—and this statement by him was relied 
upon by the Congress in connection with the making of the appraisals. 
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Could I see that report, Mr. Norris? 
Here under “Appraisals” is this: 


These appraisals are to be made by the Federal Housing Commissioner, or 
his designee * * *. The appraisals so made are to stand as the basis for the 
insurance of mortgages under the National Housing Act until the Federal Hous- 
ing Commissioner finds that the appraisal values no longer represent the fair 
market value generally in the community. 


So that constantly we find a linking between the National Housing 
Act and the general procedures of this agency, which has been, as 
you know, in existence for about 20 years. 

Then, furthermore, it said: 


As originally presented to the committee, this section also previded for a 
Board of Review. Upon receiving the assurance of the Federal Housing Com- 
missioner, as contained in his letter of July 22, that the standard practice of the 
Federal Housing Commissioner is to have a separate examination of an ap- 
praisal made whenever there is a complaint, this provision was deleted from 
the bill. The work of an appraiser is of professional status. To provide a review 
of such work would constitute a precedent which the Federal Housing Com- 
missioner finds to be unwise. 


And I think it is interesting to note the fact that the Congress 
struck this provision is indication that they agreed with our attitude 
that such a special review procedure would be unwise. 

Senator Jackson. We still get back to the definition of fair market 


value. Yesterday, on page 123 of the transcript of the hearings, I 
asked: ° 


Senator JAcKsoN. You mean you didn’t have a directive worked out here 
defining the thing that is the most crucié 

Mr. Lyncu. We have it defined in the appraisal report. 

Senator JAcKSON. Mr. Barker, did you have a directive on this? You were 
out in Richland all the time. 

Mr. BaRKeEr. Yes, sir; that was discussed many, many times. 





Now could we have the directive ? 

Mr. Stcery. My answer to that question has got to be, Senator Jack- 
son, that our impression is that the determination of the current 
fair market value would be arrived at by using the standard ap- 
praisal procedures of the agency, supplemented by the admonitions 
here [indicating] in which we are told to rely upon specific language. 
Furthermore—— 

Senator Jackson. I will be patient so long. Either you have a di- 

rective from your headquarters to Mr. Barker, who is handling or 
managing this matter in Richland, or you don’t have. If you have 
it, say so; and if you don’t, say so. You can answer the question. 

Mr. Stcery. May I answer it this way: that, if you think, if your 
expectation is that there was a directive in whic h the definition of eur- 
rent fair market value was actually cited with the specific items that 
had to be considered, I doubt very much if there was such a directive. 

Mr. Barker. No. 

Senator Jackson. Now you have answered that. What guidelines 
did you give them in defining fair market value under Public Law 
221% 

Mr. Meisrrety. Did you have a series of meetings where your ap- 
praisers came together, discussed the statute, disc ussed what fair mar- 
ket value meant? And if so, would you explain to Senator Jackson 
who was at the meetings, how many you held, what the discussions 
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concerned, what the general concensus of agreement was, and what you 
actually did in applying this concept of fair market value, Mr. 
Barker ? 

Senator Jackson. Now just let me make this comment: If that is 
the way you run your agency, it is a fine way to run Government 
business, that is, if your regul: itions are based on verbal conversations. 
Do you mean to tell me that the general counsel, when this law was 
passed, didn’t implement it by issuing regulations to carry out the 
statute? I want to ask you, Mr. Hunter. 

Mr. Hunter. The answer is “No,” but this is an entirely different 
situation. Of course, as you realize, FHA has many rules and regula- 
tions having to do with its conduct. 

Senator Jackson. Let me ask this 

Mr. Hunver. Because of the fact you have got many offices through- 
out the country that are operating day to day and year to year. In 
this particular case, the statute itself, of course, says that the apprais- 
als shall be made by the Federal Housing Administration and the 
properties shall be appraised at current fair market value. 

Now the only thing in the Register is the Executive order of the 
President transferring the function from the Atomic Energy Com- 
mission to the Housing and Home Finance Agency. Then there is 
also printed in the Federal Register the priorities set up by the Atomic 
Energy Commission. That wasa Secale tble function of the Atomic 
Energy Commission. 

Senator Jackson. Mr. Hunter, you are the general counsel ? 

Mr. Hunrer. Yes. 

Senator Jackson. If Congress passes a law that applies to your 
agency which changes rules, regulations, procedures and so on, what 
is the normal thing for the general counsel to do after the statute is 
passed to administer that law within the agency itself? 

Mr. Hunrer. It depends upon the particular assignment. As I 
say, ordinarily in connection with section 203 of the National Hous- 
ing Act, which is the insurance of mortgages on sales housing, regu- 
lations and rules of various kinds are set in effect. 

Senator Jackson. There are two areas, one to deal with the pub- 


lie 








Mr. Hunver. No. As Mr. Meistrell has pointed out, this was a 
special job. You had one group of appraisers who were to do a job 
in Richland. They met and had a number of meetings. Of course, 
there is considerable correspondence in the file and also in the report 
itself. There is a complete explanation of how they arrived at the 
current fair market value. 

Senator Jackson. How could these appraisers carry out and de- 
termine what is the fair market value unless they had written direc- 
tives to define the meaning of fair market value / 

Mr. Meisrretw. It is the function of an appraiser. 

Mr. Sicery. The report again, I think, covers that point rather 
accurately. May I read again from the Congressional Report / 

Many persons in both Oak Ridge and Richland were suggesting that the 
method of arriving at the current fair market value be specifically spelled out 
in the statute. In view of the fact that an appraiser’s evaluation of property 
considers all of the factors which can affect the economic status of the property 
in the future, it was not thought right that any of the problems raised by the 
residents should be specifically written into the statute. 

80585—_56——_ 12 
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It seems to me, if I was general counsel, in view of the language of 
that sort it would not be possible for me to write regulations, as you 
suggest, interpreting it, since the Congress itself in its report says they 
shouldn't be written in the statute. Instead it was thought preferable 
that the statutory basis for the appraisal be the fair ‘market value, 
which is a term of art in a concept that all appraisers recognize. 

Senator Jackson. Fair market value—— 

Mr. Hunter. Senator Jackson 

Senator Jackson. Just a minute. Fair market value is set out in 
the statute, and then there is the report. 

Mr. Sicery. Yes, sir. 

Senator Jackson. You have to take it altogether, including all four 
corners of the statute. We didn’t attempt to spell out in narrative 
form a long definition in the statute. 

Mr. Sicery. It isn’t done in the report either. 

Senator Jackson. The report gives you guide lines. You should 
have issued those. 

Mr. Sicery. We have issued those. Fair market value is a concept 
that is familiar to every professional appraiser. 

Senator Jackson. Where did you issue them ? 

Mr. Sicery. These were issued in connection with the 400 man-days 
I spoke of in collecting all this economic data. 

Renhier Jackson. You said you issued a report or regulations. 
Where did you issue them ? 

Mr. Sicrry. They are in the Federal Housing Administration under 
ourmanual. Wecan include it in the record if you like. 

Senator Jackson. We are talking about items in the report accom- 
panying the bill. You said they were issued. Where were they issued ? 

Mr. Sicery. Do you have that letter you spoke of ? 

Mr. Barker. I thought you had it. 

Senator Jackson. I don’t know what this is. 

Mr. Barker. That is the letter of instruction to a particular ap- 
praiser, which was identical with those issued to the other appraisers. 
That has nothing to do with our own staff man that made the ap- 
praisals. 

Senator Jackson. I don’t want to take a lot of time here this morn- 
ing, but it is obvious you folks failed in implementing this statute to 
make clear, as provided in the law, the meaning of fair market value 
in the form of written instruction. 

Mr. Hunter. I will have to disagree with you, Senator. 

Senator Jackson. Would you supply the statements in writing? It 
has just been testified here the appraisers had discussions for hours and 
hours when they discussed fair market value. 

Mr. Hunter. That is right. 

Senator Jackson. Isn’t that right? 

Mr. Hunter. Yes. 

Mr. BarKer. Yes, items in question were sent to our legal for inter- 
pretation. I don’t havea copy of that, but it was unnecessary 

Senator Jackson. Did you request a legal interpretation? 

Mr. Barker. On other items. 

Senator Jackson. What other items? 

Mr. Barker. For example, whether it was the intention of Congress 
to include FHA mortgage insurance on vacant land, on commercial 
buildings, and such as that. 
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Senator Jackson. But you never asked for an interpretation of the 
meaning of fair market value? 

Mr. Barker. It was never necessary. 

Mr. Sicrery. It was not necessary. The general counsel wouldn’t be 
bi gm to provide that. 

Mr. Hunter. I can’t tell what fair market value is. 

Mr. Barker. The appraiser knows. 

Mr. Meistrety. The general counsel couldn’t tell the appraisers what 
interpretation to make. 

Senator Jackson. You have been reading from the report at great 
length concerning the basis of appraisal. Did you ever set those points 
out in writing? 

Mr. Sicery. Those points are in writing and have been since the out- 
set of the agency in the Underwriting Manual of FHA. We will be 
glad to furnish those. Every FHA appraiser prior to the time he is 
allowed to go out in the field is extensively educated in connection 
with FHA standards, and this Underwriting Manual puts out in pain- 
ful detail every item. 

Senator Jackson. That Underwriting Manual applies to normal ap- 
praisals. 

Mr. Stcery. That is correct. 

Senator Jackson. Did you put out a special underwriting manual 
on this one? 

Mr. Sicery. We didn’t feel that was necessary in view of the lan- 
guage in the report on the statute. 

Mr. Hunter. We called the report to the attention of the appraisers. 
As far as fair market value is concerned, that is a standard term which 
is used by FHA and has been used by it for years. 

Senator Jackson. You say that fair market value is a standard 
term. You know that is not the case here. If you read the report, 
if you will look on page 9 of the report, we have included some of the 
factors which are to be taken into consideration in fair market value. 
You are familiar with it? 

Mr. Hunter. Senator—— 

Senator Jackson. Just answer the question. Isn’t that right? 

Mr. Hunrer. You have cut me off when I was trying to further 
explain what I said to begin with. 

Senator Jackson. Congressman Holmes, would you like to come 
up here? 

Representative Hotmes. This is fine. 

Mr. Hunter. The report, as you are aware, as I am aware, as every- 
one is aware, speaks of current fair market value, and then that is 
qualified by a number of factors. The FHA in making these ap- 
praisals took into consideration fair market value which it does or- 
dinarily in the case of its appraisals, but the appraisers in this par- 
ticular case were also instructed and cautioned in connection with 
those additional factors which apply peculiarly to Richland. 

Senator Jackson. Okay. Will you supply the evidence you have 
that you gave those instructions in writing? 

Mr. Sicery. We will provide for the record 

Senator Jackson. Just a minute. Now wait a minute. You can 
either answer this question yes or no. Will you supply for the record 
the written evidence that you have in which you gave the informa- 
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tion with reference to these limiting factors of fair market value for 
Richland? Will you supply that? Can you or can’t you? 

Mr. Metsrrewy. ‘These men were all together 

Mr. Sicery. Senator 

Senator JAckson. Justa minute. We are going to have order or you 
are going to be removed from the room. 

Mr. Sicery. The answer to that question is “Yes.” We will supply 
all the written evidence we have that we provided our appraisers in 
connection with this factor at Richland. We will supply them. 

Senator Jackson. Do you have written evidence ? 

Mr. Sigery. I pasoanallyt have never seen it. 

Mr. Anprews. On page 133 of the report is a breakdown of a duplex, 
and if you will look at that breakdown, you will see it takes into ac- 
count the things spelled out in the statute and that these make adjust- 
ment for wartime construction, they make adjustment for lack of 
variety, they make a 10 percent adjustment for market. resistance. 

Senator Jackson. Mr. Andrews, just looking at that, that is all 
after the fact, that is not before the fact. That is your report in the 
end. I am asking you if you have in writing the information that 
limits the definition of fair market value. I want to be fair about it. 
I just want to get the facts. 

Mr. Sicery. As Mr. Barker said yesterday, Senator, the appraisers 
were given copies of the report which contains the limiting language, 
and access to the report was available to them at all times. 

But it seems to me, again, that if the Congress felt that these spe- 
cifies should be spelled out in the statute they would have done so, and 
that was evidence to us that they were willing to rely upon well- 
established appraisal methods which this agency has been using for 
YO year Ss. 

Senator Jackson. The report is a part of the legislative history. 

Mr. Sicery. Yes, sir. 

Senator Jackson. It is obvious you did not—until you supply in- 
for mation to the contrary—in issuing instructions to the appraisers 
include these limiting factors of the definition of fair market value. 

Mr. Sicery. I say ‘these factors were brought to the attention of the 
appraisers by virtue of the fact that they “had the report we have 
before us now. 

Mr. Barker. Senator, actually this ed was directed from 
headquarters. Had it been directed by a field office, as is customary, 
a full written directive would have been made. It was unnecessary as 
long as it was under the direction of headquarters. 

Senator Jackson. You say no directive was necessary ? 

Mr. Barker. No written directive ; no, sir. 

Senator Jackson. How did you know what to do if you didn’t have 
written directives ? 

Mr. Barker. Meetings on the interpretation of a fair market value. 

Senator Jackson. Wasn’t this a special job? I think you people 
testified it was a special job. 

Mr. Stcery. That is correct. 

Senator Jackson. Then the ordinary rules and regulations wouldn't 
apply. 

Mr. Sicery. No, sir; it was a special job only in terms of its size. 
In terms of tec hniques of appraisal we considered this to be the kind 
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of appraisal job that we had rendered in millions of appraisals in 
connection with the programs of the FHA and the Veterans 
Administration. 

Senator Jackson. Will you supply or can you supply now all of the 
written directives, first, from your office here to Mr. Barker or to your 
people in the field, and, in turn, the written instructions Mr. Barker 
supplied to the appraisers? We can’t take testimony on verbal 
conversations, 

Mr. Sicery. It seems to me in connection with the running of our 
agency there are a great many events that take place which are not 
solemnized in writing. 

Senator Jackson. I agree. 

Mr. Stcery. I personally attended a meeting in Commissioner 
Mason’s office to which we invited all of our department heads and 
endeavored to cope with a problem of 10,000 pieces of real estate. I 
don’t have any evidence in writing, but I remember very specifically 
our consideration of a number of problems. 

Senator, I thought 

Senator Jackson. I realize you have to have a lot of conferences. 
That is understandable. But the heart of this controversy goes to 
what is the fair market value. Unless there is evidence that you prop- 
erly instructed your people as to the definition of that, how do we 
know what you told them ? 

Mr. Sicery. It seems to me, though, that the mere fact that the 
Federal Housing Commissioner was willing to suggest in writing 
that the usual techniques would be applied to this appraisals task, 
notwithstanding its size, and the fact that this written evidence in 
the form of a letter only was considered adequate by the Congress to 
delete a specific review procedure indicates the very wholesome respect 
for our present techniques. 

Senator Jackson. The usual techniques subject to the limitations 
on the definition of fair market value. And you have not supplied 
for the record the directive to define this subject. 

Mr. Sicery. We will make all of those that are available available. 
But for the record, again, I would like to assert that the availability 
of this report, it seems to me, would be sufficient caution to the 
appraisers that they should be mindful of these factors. 

Senator Jackson. Mr. Barker has supplied here as evidence of a 
directive from him to one of the appraisers this letter. It is dated—I 
don’t know just what the purpose of this is. I will try to read it. 
It is dated January 17, 1956, and is addressed to Mr. Herman Walther, 
Richland, Wash. 


DEAR Mr. WALTHER: Information has been received that your offer to appraise 
specified properties in Richland, Wash., has been accepted. You have been au- 
thorized to proceed immediately with the work. 

It has been indicated that several minor changes in the typed wordage of the 
contract may be made and new copies prepared for your execution while here in 
Richland. These modifications will not change the original intent of the con- 
tract nor delay the work in any way. 

The contract is specific as to instructions and the general scope of the work in- 
volved. It should be emphasized that the value to be discovered is the “current 
fair market value” of the Government’s interest in each property as defined in 
Public Law 221, 84th Congress. 

1. Paragraph 4 (d) of the contract provides, “Improvements made by the 
present or past occupant shall be fully described. They shall be treated in accord- 
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ance with the terms of the lease.” It is requested that, in addition, tenant im- 
provements be considered insofar as discernible, “with reference to commercial 
property, the improvement deduction allowed the purchaser may be reduced by 
such portions of the value of the improvements as the appraisers shall determine 
to be attributable to rental due the Government. Such reductions may be applied 
to reduce any downpayment required under the act.” This should be only sup~ 
plemental to those appraisals where applicable. This somewhat unusual request 
is due to the possibility of additional legislation which might grant benefits to 
commercial property lessees similar to those being given under Public Law 221 
to lessees of the residential properties. It is hoped the information noted will 
minimize possible reappraisals should additional legislation be enacted. 

2. For your information it should be noted that new legislation considers 
financing of the commercial properties by AEC on “reasonable terms” if financing 
is not available from other sources. It would appear that the downpayment re- 
quirements, interest rates, and amortization would be those customary in the 
State of Washington for similar commercial properties. You are being furnished 
packets containing copies of leases, a lease abstract, a plot survey, the operational 
experience, and the estimated replacement cost of each property. This informa- 
tion is considered reasonably correct but verification may be required on a part, 
or all of the information for your own satisfaction. Lessees have previously in- 
dicated full cooperation will be given in this regard. 

Plats, proposed zoning ordinances and similar information is available in the 
office. Other information will be furnished when available. 

It has been agreed that all appraisal reports on commercial properties will be 
keyed to the basic data report being prepared by FHA. This will eliminate the 
need for the economic background customary in most reports. However, sup- 
plemental information and additional comparable properties may be included 
at your discretion. Report covers should be simple but sturdy. 

It is possible that a request may be made to furnish the appraisal reports in 
quadruplicate rather than in triplicate as now specified. You will be definitely 
notified in this regard at a later date. 

Present plans contemplate a physical inspection of all comparable properties 
obtained to date. Due to the time involved, it is hoped that most of the contract 
appraisers can make this trip at the same time. 

You may be assured of our fullest cooperation. Please feel free to make your 
needs known at any time. 


Mr. Barker, this was for commercial appraisal work ? 

Mr. Barker. That is right. 

Senator Jackson. Is this the same kind of letter you sent for the 
residential appraisal ? 

Mr. Barker. That was unnecessary. We had 2 days—— 

Senator Jackson. What instructions did you give? 

Mr. Barker. We had 2 days of orientation—— 

Mr. Sicery. Outside appraisers were not used in connection with 
residential properties, Senator. 

Senator Jackson. I am asking him what instructions he gave. I 
am asking him. Let him answer. He was out in the field. Were 

ou? 

Mr. Sicery. No, sir, but I am aware of the procedure they fol- 
lowed. 

Senator Jackson. Let me ask him. 

Mr. Barker. They were FHA staff appraisers from other offices, 
all acquainted with FHA procedure. Before we allowed them to pro- 
ceed in making any appraisal 





Senator Jackson. These people were all FHA appraisers? 

Mr. Barker. That is right, brought in from other offices. 

Senator Jackson. And fully acquainted with FHA regulations? 

Mr. Barker. Yes, sir. 

Senator Jackson. Were they acquainted with the special situation 
provided in this act? 
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Mr. Barker. Not at the day they arrived. We spent 2 days in ori- 
enting them to the conditions at Richland. 

Senator Jackson. But you didn’t give them any written instruc- 
tions? 

Mr. Barker. We used the blackboard. We had the maps. We ex- 
plained every move that had been made prior to their coming in the 
400 man-days spent before we even made one appraisal. 

Senator Jackson. You found it necessary, though, because the 
Richland situation was so special, that you had to orient them for 2 
full days im conference. Is that correct? 

Mr. Barker. That is right. We wanted them to understand all the 
circumstances surrounding Richland. 

Senator Jackson. But you didn’t give them any written guidelines 
to follow at all in dealing with this special situation ¢ 

Mr. Barker. We reviewed their work every day, and it wasn’t 
necessary. 

Senator Jackson. Is that the way you run a Government agency ‘ 
When you have a special job you don’t bother to promulgate reguia- 
tions so that these people will know what to do and what not to do. 

Mr. Sicery. May I answer that question? Our impression of the 
character of this job was that the normal procedures in the agency 
. were perfectly adequate. I think this is characterized by—I have 
before me a letter from Albert Cole to Senator Anderson. It begins 
as follows, is dated July 22, and is in your report: 


DearR SENATOR ANDERSON: Mr. George Norris, Jr., of your staff has requested 
the views of this Agency with respect to the July 21 committee print of a draft 


bill * * © 

and Albert Cole submitted these comments in response to Mr. Norris’ 
inquiry. I am advancing this as further evidence again that the com- 
mittee and Mr. Norris knew in advance that the normal procedures of 
the FHA would be used and would be considered adequate. And Mr. 
Albert Cole, head of HHF A, said this—— 

Senator Jackson. Just a minute. Right there. You know that the 
normal definition of fair market value didn’t apply, the statute de- 
fined it to the contrary. 

Mr. Stcery. No,sir. It ismy understanding 

Senator Jackson. Let me ask you this. Let’s not go around 
circles, 

Mr. Sicery. We are not trying to. We are trying to cooperate. 

Senator Jackson. You state that fair market value as used in Pub- 
lic Law 221 is the same fair market value that applies in other prop- 
erties that are appraised by FHA ? 

Mr. Sicery. Yes, sir; with the exception that there were these four 
additional factors which were brought to the attention of the ap- 
praisers by the fact they had the report available tothem. Senator—— 

Senator Jackson. Just a minute. Answer the question. You still 

say this is the same? 

‘Mr. Stcery. No, sir. My answer to that question is “No.” But I 
say this: If you were an appraiser, how would it be possible for you to 
arrive at an appraisal without first arriving at fair market value and 
then making an adjustment to fair market value in line with these 
suggestions, these other factors that had to be considered ? 
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Furthermore, in the evidence yesterday, we got the implication there 
was no consideration given to loca] problems, that there was no con- 
sultation whatever with local people. That impression is incorrect, 
and we have gotten in touch with Mr, Timmel, who was permanent 
FHA valuator, who was stationed in Kennewick, who knows the prob- 
lems. Mr. Timmel advises me in a wire this morning that : 


Contacts made to obtain economic data and market transactions which could 
be related to Richland included the following : 


These were people that are appraisers that they got in touch with 
in connection with arriving at Richland appraisals, and they were as 
follows: 


Kennewick—Real estate brokers: K. C. Gifford, D. L. Mitchell, Magnuson 
Realty, Merle Wright, Spaulding and Matheson; Gerald Girard, appraiser ; Frank 
Dunham Co., contractors; Great Western Mortgage Co.; National Bank of Com- 
merce; M. B. Winegar, city engineer. 

Kennewick Irrigation District, Paseco—Real estate brokers: Stringham Agency, 
Whitney Real Estate, Wendell Brown Agency, Sherwood & Roberts Inc.; Frank- 
lin-Genton Title Co. ; J. David Clancy, manager, mortgage loan company ; Frances 
Whitemarsh, county assessor ; George Fisher, city engineer; William Austin, city 
planner. 

Walla Walla—Don Sherwood, mortgage company owner; Reid Clark, realtor ; 
Louis Carpenter, realtor; Bert Edwards, mortgage company manager; Paxton- 


Kent Co., mortgage lenders and brokers; Lloyd Harkins, county assessor; chief . 
appraiser, Corps of Engineers. 





Senator Jackson. What about the county assessor where the prop- 
erty is located ? 


Mr. Sicery. I haven’t finished the wire. He may have been con- 
tacted. 


Yakima—Sherwood & Roberts, Mortgage & Real Estate Co.; McKanna Land 
Co.; Yakima Multiple Listing Bureau; Jake Seiber, county asssesor. 


Prosser—J. C. Pratt, county assessor; Moore & Mellor, real estate; Bank of 
Prosser. 


Richland—McGhee Realty ; Green Real Estate; National Bank of Commerce; 
Seattle First National Bank; Commonwenlth Inc., Mortgage Co. Other sources 
named in basic data report. 

Senator Jackson. You offer that for what purpose ? 

Mr. Sicery. For the purpose of indicating that there were exten- 
sive contacts, communications, made with large numbers of local peo- 
ple who would be apprised of conditions in the Richland area. 

Senator Jackson. Do these people agree with your appraisals? 

Mr. Sicery. They were not consulted for the purpose of agreeing 
with our appraisals, Senator. They were consulted for the purpose 
of providing a background of local conditions to our appraisers so 
they could make an independent appraisal. 

Senator Jackson. You asked them questions or obtained informa- 
tion but you did not confer with them on the appraisals ? 

Mr. Sicery. I think it would have been inappropriate for us to con- 
fer with them in connection with actual appraisals. 

They would not have been independent in that case. 

Senator Jackson. What, specifically, did you inquire? 

Mr. Sicery. Mr. Barker, can you comment on that ? ; 

Mr. Barker. As to present transactions in that locality, their opin- 
ion of Richland, availability of finance money, a number of ques- 
tions. As far as the county assessor for Benton County, we had at 
least five long meetings with Mr. Pratt. He also supplied us with 
his assessed value on each of the properties except the land. 





SALE OF COMMUNITIES 18] 


Senator Jackson. Did he give you an indication of the replacement 
value ¢ 

Mr. Barker. As used under State law, he did. 

Senator Jackson. What do you mean by “under State law”? 

Mr. Barker. They have a certain formula that they use in Wash- 
ington that is based on, I believe, 1950 costs, or was at that time. He 
supplied us with the formula and all which were gone into by the men 
in charge of that particular part of it. 

Senator Jackson. You can’t say these people you just listed agree 
with your appraisal / 

Mr. Sicery. I did not offer it for that reason. 

Mr. Hunter. We never discussed it with them. 

Senator Jackson. I know you will find there will be quite a dis- 
agreement there, | am afraid. 

Mr. Sieery. Senator, | think you might find this of interest. This 
appears on page 133 of volume 1 of the basic data report concerning 
Richland. I offer this as proof of the fact that it would not have been 
possible for our appraisers to have given credit for certain factors 
which I will now recite in connection with the appraisals in the ab- 
sence of the directions which you are suggesting that they never did 
receive. 

Senator Jackson. I am merely commenting on this fact: that it is 
a fine way to do business to give these directives verbally. You do 
not do that in a private company, you don’t do that within the Gov- 
ernment. When you are dealing with something as crucial as this 
you provide written instructions to the people. 

Mr. Sicery. We have never taken these appraisals lightly. I think 
the record of the agency bears that out. 

Senator Jackson. I don’t know what you do. 

Mr. Hunver. Mr. Chairman, I think, of course, it is a matter of 
opinion as to how the job can best be done. When you are dealing 
with a particular job such as Richland and you have the statute be- 
fore you, you have the committee report, you have the underwriters 
handbook, you have all the rules, procedures, and regulations which 
apply to FHA, it seems to me that the best way to handle it is to get 
these people all together and talk to them over a period of days, and 
engage in what Mr. Barker called shop talk. I think you get the 
point across better that way than you can by sending directives through 
the mail. 

Senator Jackson. Mr. Hunter, you provided a handbook implement- 
ing the FHA law on appraisals. You have a handbook they can fol- 
low asa guideline. Isthat right? 

Mr. Hunter. The reason for that handbook is that you are dealing 
with seventy-some-odd offices throughout the United States, with per- 
sonnel changing from month to month. But here you have got one 
group of appraisers. You have got them right here in the room. 
You show them the rules and regulations you have got. You show 
them the law, you show them the committee report, and say, “This is 
the job you have got to do” 

Senator Jackson. What rules and regulations—— 

Mr. Hunter. “Can you understand it?” and they say, “Yes,” and 
the appraisal report indicates that those factors were taken into con- 
sideration in their appraisal. 
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_ Senator Jackson. What rules and regulations did you show them 
in the implementing of this one? 


Mr. Barker. Well, the statute, the report on the hearings, and the 
law itself. 

Senator Jackson. However, that is not the way, according to Mr. 
Hunter’s testimony, FHA operates. 

Mr. Barker. They all have their handbooks and they brought them 
with them. 

Senator Jackson. This handbook is fine for certain phases of the 
appraisal, but it doesn’t apply in the full implementation of Public 
Law 221 because Public Law 221 makes a departure from the defini- 
tion of “fair market value” as you are accustomed to use that term in 
the implementing of FHA appraisals. 

Mr. Sicrry. That departure was recognized, Senator Jackson. 

Senator Jackson. However, it wasn’t recognized by the issuance of 
regulations such as you have in your regular handbook, was it? 

Mr. Sieery. We didn’t feel that that was necessary. I concur com- 
pletely in what Mr. Hunter has said. It seems to me if I were given 
the task of implementing this requirement, one of the poorest ways 
to approach it would be to create a lot of letters of instruction, which 
in the final analysis usually have to be interpreted verbally anyway. 

Senator Jackson. You at least have to have one to start from. Why 
do you have your regulations at all? 

Mr. Sicery. The basic source that we had from which to get 
started—and this is proved by the fact that the statute chose to remain 
silent in connection with the definition, and it is proved by the fact—— 

Senator Jackson. Definition of what? 

Mr. Sieery. Of current fair market value. 

Senator Jackson. You say it was silent when you read from the 
report that among the other factors, you take into consideration : 
(1) the wartime construction of the houses, (2) 

Mr. Sicery. They were recognized. They were recognized by the 
fact that this report was made available to every appraiser. They were 
recognized by repeated meetings, and as I said, I can’t help but feel 
that it is tremendously impressive that there were 400 man-days of 
preparation and of orientation and briefing prior to the getting of the 
first appraisal. 

Senator Jackson. You prepared everything but did not issue the 
directive. In connection with your regular FHA law, you don’t go 
around and send copies of the FHA law to all your people all over the 
country. You have a handbook. 

Mr. Sicery. That is correct. 

Senator Jackson. Why didn’t you do that here? 

Mr. Sicery. This was a judgment matter and in our judgment we 
decided that that would not be necessary. The same procedures were 
used in the Oak Ridge area. The identical instructions were given 
there, and to our knowledge, that situation has turned out satisfac- 
torily. 

Mr. Lyncu. Senator Jackson, may I suggest there is nothing in the 
committee report which is foreign to the experience of an appraiser or 
to his general action. 

He would consider these factors whether or not he was directed to 
by the committee report. Actually, he is supposed to have a good, 
full knowledge of the property, the community, the entire area, the 
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market conditions, attitudes of people, and the whole package that 
goes into his judgment or opinion of value. 

He has here a requirement under the act to report a current fair 
market value. That is a very common term. I have definitions here 
for it. You find them in the courts, of course. Each word in that has 
a definite meaning, a connotation, to him. 

You spoke of Mr. Barker finding it necessary to indoctrinate the 
men for a 2-day period because of the unique community. That is ab- 
solutely correct. It would be the same if I were asked to go to Tucson, 
Ariz., today, a city in which I have not been; I would need an indoc- 
trination in that community, and if I found a one-industry town, I 
would take it into account. 

Senator Jackson. Don’t you admit that that was a special situation ¢ 

Mr. Lyneu. It is. There are only 3 or 4 cities of the kind. 

Senator Jackson. Weren’t you implementing and carrying out the 
provisions of a special law ? 

Mr. Sicery. Yes; we were. 

Mr. Lyneu. Definitely. 

Senator Jackson. Then why do you just say it was in effect another 
appraisal like you are making in some other town / 

Mr. Lynen. It is something new by way of an atomic city. Except 
for Los Alamos, which we had appraised earlier or sampled, I think 
we had not touched one, but the factors which go into an appraisal are 
the same wherever you go. Not all factors will appear in every ap- 
praisal, of course. 

Senator Jackson. Will you state that each and every appraiser re- 
ceived a copy of Public Law 221, together with the report, studied it, 
analyzed it carefully, and understood it, and there was universal mean- 
ing as to the interpretation of the report and all four corners of the 
statute ? 

Mr. Sicery. I don’t think that question can be answered in the af- 
firmative, Senator Jackson. I couldn’t possibly speak for—— 

Senator Jackson. Just let me ask Mr. Barker, then. He was out 
there for 4 months. 

Will you now state that each appraiser received a copy of Public 
Law 221, together with the accompanying report / 

Mr. Barker. That is right. 

Senator Jackson. And will you state that there was an interpreta- 
tion or an explanation of the pertinent provisions of the report and 
the statute as it related to their assignment ? 

Mr. Barker. Yes, sir. 

Senator Jackson. And who made the interpretation ¢ 

Mr. Barker. Mr. Bowes and myself. 

Senator Jackson. And who is Mr. Bowes? 

Mr. Barker. He is the fee appraiser that was hired for this job as a 
consultant. 

Senator Jackson. And on what basis did you make your interpre- 
tation of the report and the statute ? 

Mr. Barker. It is shown and should be quoted from page 11 of 
our report. 

Senator Jackson. All right. Get your report and quote it. What 
guidelines did you have to make the interpretation ? 
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Mr. Barker. Appraising practice and experience, and these many, 
many meetings that we had; many, many discussions and meetings 
with Mr. Bowser and Mr. Lynch and with the Commissioner. 

Mr. Lyncn. Your economic study contributed tothat. 

Mr. Barker. Not to the interpretation of the—— 

Mr. Lyncu. To the application of these items. The interpretation 
of current fair market value, I think, is rather elemental, frankly. 

Mr. Barker. However, it was discussed. 

Senator Jackson. You say the interpretation of current fair market 
value ¢ 

Mr. Lyneu. To an appraiser; yes. 

Senator Jackson. Are you a lawyer ? 

Mr. Barker. No, sir. 

Senator Jackson. Did you have any lawyers to give you any advice 
as to the interpretation of the provisions within the act, including the 
statute and report, and legislative history ? 

Mr. Barker. It was discussed and, as I mentioned prior, as to cer- 
tain items in which we had some doubt, particularly as to FHA grant- 
ing mortgage insurance on such as the vacant land and the commercial 
properties, we did ask them for 

Mr. Hunvrer. The definition of fair market value was not discussed 
with counsel. I personally feel that is not a legal question. It is 
something that professional appraisers know more about than I do, 
for example, and I am the General Counsel. 

I don’t feel qualified to tell Mr. Lynch what fair market value is. 
I can give him the legal definition, about a willing buyer and a will- 
ing seller. 

Senator Jackson. You wouldn’t want to give a legal definition as 
specifically provided in this statute ¢ 

Mr. Hunver. I don’t think I could. All I could do would be to 
show them the statute and the report, and actually an appraiser’s 
opinion as to what the Congress meant is about as good as mine. 

Senator J ACKBON. Doesn’t a counsel ordinarily give an opinion on 
those matters ? 

Mr. Hunvrer. If he is asked. 

Senator Jackson. However, they didn’t ask ¢ 

Mr. Sicery. It wasn’t thought necessary. 

Senator Jackson. Wait a minute. Let’s do this one ata time. Did 
they ask Mr. Hunter for-—— 

Mr. Hunver. No, and I didn’t feel it necessary to inject myself 
into it. 

Senator Jackson. 1 wouldn’t think so if they wouldn’t want to 
bother to ask what the meaning is. You have other problems to take 
care of. . 

Mr. Ifunrer. No one in this agency feels that this appraisal report 
is sacrosanct or inviolable. They all maybe thought that there may 
be mistakes in it, but we will say ‘that we think it is a good report and 
that the Government appraisers and that the private appraisers are 
reputable people. 

As far as our agency is concerned, the Congress can order another 
appraisal on w hatever basis it wishes. We have the job of disposition. 
We are just as willing or just as interested in seeing that the people 
of Richland are happy as are the Members of Congress. 
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We are just. as interested in seeing that they get a fair shake in this 
matter, but once an appraisal is made by people who are rendering 
an expert opinion, you can’t turn around and tell them, “Now, your 
opinion is wrong. Come up with another one.’ 

It is just like telling a doctor who has diagnosed the disease of 
scarlet fever, “Well, diagnose this now as measles.” As I say, if no 
one has any confidence in the appraisal, let’s make another one. ; 

I think it is important to point out that there have been four apprai- 
sals made now in connection with this property and I haven’t seen 
one that is satisfactory. 

Senator Jackson. You admit this one isn’t satisfactory ¢ 

Mr. Hunrer. It isn’t satisfactory to the people in Richland, appar- 
ently. I think that is obvious. Maybe that is not the basis for the 
sale: Maybe we should sell on the basis of fair market value. Maybe 
the answer is to increase the automatic discount. 

We are willing to work with you in any way possible to see that 
that matter is made satisfactory. 

Senator Jackson. I had a personal conference with your people 
and I thought we had worked something out in the way of a resolution. 

Some who are here today will verify what I say. Mr. Norris was 
present. We thought we had this worked out as to procedure in the 
adoption of a resolution ; is that correct ? 

We suggested a resolution, and that proposal was satisfactory; is 
that correct? 

Mr. Metsrrett. That is correct. 

Senator Jackson. It was completely off the record; is that right? 
Tam talking about the procedure. 

Mr. Sicery. You mean as far as the issuance of a resolution ? 

Senator Jackson. Yes. 

Mr. Sicery. Certainly we would expect within the limits of the 
law 

Senator Jackson. Wasn’t it generally agreed—I wouldn’t raise this 
question except for a change—at that conference with Mr. Norris 
preesnt—Mr. Meistrell, you recall. I am talking only about the pro- 
cedures and we made some suggestions as to what we might have in 
a resolution ; is that right? 

Mr. Metsrreti. Yes. 

Senator Jackson. Wasn’t it agreed that that procedure would be 
agreeable with you folks? 

Mr. MetsTre.Li. We discussed that, Senator Jackson. 

Senator Jackson. I am just talking about the procedure; nothing 
else. 

Mr. Metsrrett. Yes. If you recall, at our discussion I volunteered 
to have a meeting with the people from Richland to go over the possi- 
bilities that we might develop to satisfy them if it is at all possible, 
and I said at that time, and I repeat again, “within the limits of our 
authority.” 

We cannot go outside the statute, nor can we by some act independ- 
ently by the agency, through administrative procedure, exercise 
authority that we don’t have. 

Senator Jackson. Wasn’t it agreed by your people, all of you here, 
that that procedure sounded like a sensible proposal ? 

Mr. Meisrrevi. Yes. 
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Senator Jackson. And, as a matter of fact, didn’t you or one of 
the others volunteer that, “Yes, that sounds pretty good, because we 
had used that procedure in connection with another matter where the 
Banking and Currency Committee had adopted a resolution”? Do 
you remember that ? 

Mr. Sieery. I don’t. 

Senator Jackson. Who all were present ? 

Mr. Meisrre.u. I was present. 

Mr. Hunter. ‘lliat was a question of misinterpretation. 

Senator Jackson. You weren’t there. Let’s just ask the people. 
You are not all here that were present. 

Mr. Meistre.i. You were present. 

Senator Jackson. I want this record straight, because this is man-to- 
man stuff I am talking about. As a mater of fact, didn’t one of the 
people volunteer that the resolution method had been used by another 
committee, Banking and Currency ? 

Mr. Meisrreiy. I don’t recall that. It might have been; I don’t 
recall. Was it one of our people ? 

Senator Jackson. Didn’t you all agree at that time that that proce- 
dure was agreeable and subsequently you had a meeting and decided 
that you didn’t want to follow that approach ? 

Mr. Meistreti. That is not correct. 

Senator Jackson. Did you discuss it afterwards? 

Mr. Metsrrett. With these people here the following morning. I 
had a meeting with these representatives from Richland. 

Senator Jackson. Wait a minute; wait a minute. You are slightly 
mixed up on your facts. These people arrived a week later than this 
meeting that we had. I am talking about the meeting in the Joint 
Committee on Atomic Energy. 

Mr. Sicery. You mean 2 days ago? 

Senator Jackson. No. 

Mr. Meisrret.. We are talking about a different meeting. 

Mr. Anprews. I was there. 

Senator Jackson. We have a list over in the Joint Committee. 

Mr. Meisrrewy. I thought you were referring to the meeting we had 
on Tuesday afternoon. 

Senator Jackson. I am talking about the meeting last week. Mr. 
Andrews, you were present ? 

Mr. Anprews. Yes, sir. 

Senator Jackson. Will you arrange to have up here at 2 o’clock— 

Mr. Anprews. And Mr. Mason was present. 

Senator Jackson. I will get you a whole list from our minutes. 

Mr. Meistre.u. I was not there. 

Senator Jackson. Will you have everyone here at 2 o’clock who 
was at that meeting a week ago? 

Mr. Sicery. Would you like others of us to be back this afternoon, 
too? 

Senator Jackson. Yes. Will you have them all here that were 
there last week ¢ 

Mr. Anprews. I remember that I was there and Mr. Mason was 
there, but I don’t remember who the others were. 

Senator Jackson. We will have the complete list for you. 

Mr. Barker. I think I was there at that time. 
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Senator Jackson. I will tell you what they agreed to. 

Mr. Sicery. Mason is en route here. 

Mr. Meisrrett. The only meeting I was at was Tuesday. 

Senator Jackson. Mr. Andrews, you are aware of those who were 
present. Do you want me to get the list from the Atomic Energy 
Committee ¢ 

Mr. Anprews. I recall Mr. Mason and I believe Mr. Lynch. Who 
is the fellow who has left your department? 

Mr. Barker. Trevis. 

Mr. Metsrreti. Cy Trevis. 

Mr. Barker. I believe that was the meeting I was at. 

Senator Jackson. This was the informal meeting in the joint com- 
mittee room. I said we were not taking anything down in the tran- 
script. 

Mr. Barker. That is right. 

Senator Jackson. Don’t you remember some of these things that I 
have just been referring to? 

Mr. Barker. I thought Mr. Meistrell was there. 

Mr. Mersrreii. No, I was out of the country. 

Mr. Barker. No. That was Mr. Trevis. I am sorry. 

Senator Jackson. I will get the list for you. I am surprised that 
you folks don’t even know who you had up there. 

Mr. Homan. Senator, my name is Ralph Homan, and I am special 
assistant to the Administrator. I was present at that meeting. 

We were invited there for the purpose of discussing a report that 
Mr. Norris had made after his return from Richland, to discuss that 
informally, and during that meeting you did discuss a resolution. 

Senator Jackson. A committee resolution. 

Mr. Homan. But Mr. Meistrell was not present. Mr. Hunter was 
not present. Mr. Sigety was not present. 

Senator Jackson. Who was present ? 

Mr. Homan. Mr. Andrews, Mr. Lynch, Mr. Barker, Mr. Cy 
Trevis—— 

Mr. Lyncu. I was out of the city a week ago. 

Mr. Anprews. Mr. Trevis made minutes of that meeting and we 
can get them for you. 

Senator Jackson. All right; get those. 

Don’t you recall when I suggested this resolution one of the people 
on your side—I say the executive side—volunteered the fact that 
that procedure had been followed by the Banking and Currency 
Committee ¢ 

Do you remember that? 

Mr. Barker. Yes. You were talking to Mr. Trevis, I remember. 

Senator Jackson. Isn’t that right ? 

Mr. Barker. A statement to that effect was made; yes. 

Mr. Hunter. Mr. Chairman, could I say this? 

Senator Jackson. Certainly. 

Mr. Hunrrer. That the situation before the Banking and Currency 
Committee was entirely different from this situation. We asked at 
that time for an interpretation from the committee on a particular 
statute. 

The report itself was not clear and the committee did give us some 
satisfaction in that regard, but it isn’t similar to this and T must say 
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that subsequent to this meeting of which you speak I gave the opinion 
that this agency could not depart from the concept of fair market value 
in“its appraisal without legislative action, and a resolution from the 
committee would not be sufficient. 

Senator Jackson. When you come back at 2 o’clock, will you give 
us your definition of all the factors that are included in fair market 
value ¢ 

Mr. Sicery. Is that a reasonable request, reasonable from the stand- 
point of time, Mr. Lynch? Can that be done? 

Senator Jackson. You ought to know if you have already made the 
appraisal. You certainly ought to know the basis on which you ap- 
praised it. I will give you until 2 o’clock ot give us the definition of 
fair market value. 

Mr. Sicery. We did do that right now; I means, on a simple basis. 
As far as these two volumes are concerned, they define procedures in 
great detail. These are in the record. 

Senator Jackson. I just want you to give what you think is the 
meaning of fair market value within the statute and the factors that 
are to be included in determining it. 

I suggest there are policy provisions, too, in considering fair market 

value. One of your people yesterday indicated if the local people 
didn’t want to buy, they would get others to buy from the outside. 

Mr. Sicery. That is ontempla ated in the statute. 

Senator Jackson. It is? 

Mr. Sicery. Yes; it sets up a system of priority and in the event the 
priority holders don’t exercise their election outsiders can buy. 

Senator Jackson. If it isn’t a fair price—in other words, as far as 
your interpretation—— 

Mr. Sicery. The statute never said, Senator, that the fair market 
value would be the fair market value that the occupant would be will- 
ing to pay. 

Senator Jackson. No; but do you think that if the net effect would 
seriously impede and interfere with the recruitment of personnel that 
shouldn’t be considered? The fact that the morale of the project as 
described by Congress is a very important one to the common defense 
and security of the United States also shouldn’t be considered ? 

Mr. Sicery. I would like to say as strongly as I can that certainly 
there never was any thought in connection with these appraisals to 
impede the national defense effort of the United States. 

Senator Jackson. If you read the telegram from Mr. Johnson, you 
will see he is greatly concerned about the whole status of the personnel 
of the projec t, and the effect of this appraisal is to certainly cause a 
serious impact on the morale of the project-connected persons. 

How many are going to answer? I will let you answer, but I am 
trying to get order. 

“Mr. Sicery. It shows we are anxious to cooperate, Senator. 

You might be interested in knowing that as a part of this prelimi- 
nary procedure, before appraisals were made, there were extensive 
discussions with people of the General Electric plant, including Mr, 
Johnson, and many of his chief assistants. 

Senator Jackson. Were you surprised by his telegram ? 

Mr. Sicery. I haven’t seen his telegram, Senator Jackson. 
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owe Jackson. We gave you a copy of it yesterday or the day 
ore. 

Mr. Sicery. I didn’t receive it. I personally have not seen it. 

Senator Jackson. We handed it over to you folks. 

Mr. Barker. I thought it was put in the record. 

cate JACKSON. You were present and you listened to it. It was 
read. 

Mr. Barker. That may have been at a morning meeting that I was 
not present at. 

Senator Jackson. I will give you a copy of it and you can read it 
over during the lunch hour. 

Mr. Lyncu. Is there any recruitment problem there at the moment, 
do you know? 

enator Jackson. Let this telegram speak for itself. I don’t want 
to put words in Mr. Johnson’s mouth. You read his wire and come to 
your own conclusion. 

Mr. Barker. Senator Jackson, I would like to make the state- 
ment—— 

Senator Jackson. He is hardly a radical, the vice president of Gen- 
eral Electric. 

Mr. Barker. That these same conditions prevailed after the 1952 
7 

enator Jackson. Pardon me? 

Mr. Barker. I say I have here the result of a survey made by the 
Bureau of the Census for the Department of Commerce after the 
Scurry report was released and after the 1952 appraisal prices were 
released. 

One statement they make here is: 

It may be noted that of the approximately 650 persons who stated that they 
would make other housing plans if properties in Richland were offered for sale, 
between 150 and 250 said they would quit and leave town. 

About 180 others also said that they were going to leave town, but for other 
reasons. 

That was the result of the 1948 appraisal and after the town be- 
came incorporated. This was made on June 30, 1952. 

Practically the same sort of statements, that the appraisal at that 
time was unrealistic and way out of line, were made and are quoted 
in these two volumes put out by the Department of Commerce. 

Senator Jackson. So what? 

Mr. Barker. I mean the condition apparently hasn’t changed any. 

Senator Jackson. You mean you think you didn’t stir up any more 
trouble than the Wheeler report? Is that it? 

Mr. Barker. As the basis of this census report; yes, sir. 

Senator Jackson. And you figure that by increasing the Wheeler 
report at least by 25 percent that you would promote that comment? 

Mr. Barker. No, sir. 

Mr. Sicery. Would you like a “yes” or “no” answer to that, Sen- 
ator? 

I think it might be interesting to note that in this letter that I al- 
luded to before, Mr. Cole described rather generally what the FHA 
was going to do prior to the actual enactment of the law, and this was 
knowledge that the committee, of course, had in its possession and Mr. 
Norris had in his possession. 

80585—56——13 
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Senator Jackson. Was it read in the record ? 

Mr. Sicery. This is part of the report of the committee, but I just 
offer it as evidence of the fact that the committee knew in advance 
the kind of procedures the FHA would follow, because it says here: 

The appraisal of FHA will take into consideration the economic background 
and discernible future of the community, the kind and quality of community 
services available, and other factors which influence value, the attributes of the 
various locations within the community and the several types of property within 
these neighborhoods. 

Senator Jackson. Of course, that is an obvious statement. If you 
have different types of houses, you are not going to appraise them all 
the same. That is what he is saying. 

Mr. Sicery. I think it is relevant to the earlier remarks that were 
made that we needed some specific kinds of instructions in order to 
tell our appraisers what to do. 

Here Mr. Cole is telling the committee exactly what the FHA 
planned to do. 

Senator Jackson. That is the kind of letter you write on any kind 
of an overall appraisal that involves a town of 30,000 different homes. 
Go ahead. 

Mr. Sicery. It says here: p 

Furthermore, the appraisals will be prepared by qualified technicians expert in 
their field and will be reviewed and coordinated by staff technicians in the FHA 
local office in cases where complaints 

Senator Jackson. What is unusual about that statement? 

Mr. Sicery. It is not unusual, except that it is the fact that the com- 
mittee knew in advance that this was the procedure that the agency 
would use and, if they felt that that would be inadequate, I think they 
would have put something else in the statute which would have given 
us specific instructions. 

Senator Jackson. We did. The statute and the report goes beyond 
what you are reading. 

Mr. Sicery. It lists four items as suggested exclusions from the 
normal 

Senator Jackson. What is unique about those instructions? 

Mr. Stcery. Nothing. The point I am trying to establish is the 
committee knew and expected and, as a matter of fact, probably de- 
sired that these normal procedures would be used in connection with 
the appraisal. 

Senator Jackson. They are just commonsense; you are going to have 
technically qualified people and their findings would be reviewed. We 
would expect that; wouldn’t we ? 

Mr. Sicery. I think you would expect it only from the standpoint 
that it was the FHA that was asked to do the appraisal. 

Senator Jackson. I always thought they had good, competent 
people and they didn’t need to write and say they had good people. 

Mr. Sicery. Westill think we have. 

Senator Jackson. I would gather maybe from the letter that you 
might feel that Congress had the impression that they were not good, 
competent people so you had to make the self-serving declaration say- 
ing that you would have competent people. 

That is all it says. 
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Mr. Sicery. We are relieved that the Members of Congress have this 
confidence in our agency. 

Senator Jackson. We will reconvene at 2 o’clock in this room, 

We will appreciate the same people being back. 

(Whereupon, at 11:25 a. m., the subcommittee recessed, to recon- 
vene at 2 p. m. the same day. ) 


AFTERNOON SESSION 


(Present : Senators Jackson and Gore.) 

Senator Jackson (presiding). The subcommittee will come to order. 

Before we hear from the people from Richland, I just wanted to 
complete the business from this morning. If the people from FHA 
or HHFA have their list here, I want to check the names of those 
that were at the meeting of, shall we call it, the informal conference 
on June 13, 1956, in the Joint Atomic Energy Committee room of the 
Capitol. 

The records of the committee as contained by the signatures checking 
in indicate that Mr. Cy Trevis, HHFA; Mr. 8S. R. Barker, FHA; Mr. 
Lee Andrews, HHFA; Mr. Joseph Brown, HHF A; Mr. Ralph Ho- 
man, HHFA; and Mr. Robert Jones, FHA; myself and Mr. George 
Norris were there. 

Does that correspond with your minutes? 

Mr. Sicery. Yes, sir. 

Senator Jackson. We just wanted to clarify that. There was a mis- 
understanding as to which meeting we were referring to. When I 
asked the questions with reference to the resolution that had been in- 
formally discussed at this informal conference, I had in mind the 
meeting, of course, on June 13. 

I believe the representatives of the executive branch thought I was 
referring to Tuesday of this week. 

Mr. Sicery. Yes, sir. 

Senator Jackson. It is now understood, I take it, that what I men- 
tioned in my questioning as having been informally agreed to, was 
informally agreed to at that meeting last week on June 13; isn’t that 
correct ? 

Mr. Sicery. I wasn’t there. Mr. Barker was at that meeting. 

Senator Jackson. Mr. Andrews was there. 

Mr. Barker. I didn’t think there was any agreement. I thought 
there was a discussion about it, but not an agreement. 

Senator Jackson. All right. We are not going into details now. I 
think if you read your minutes that were prepared by your people, 
Mr. Barker, and you refresh your recollection, you may find that what 
I said is correct, and I am just giving it from memory. 

Mr. Sicery. We will refresh ourselves by looking at the minutes. If 
the minutes indicate that that agreement took place, we will modify 
the record. 

Senator Jackson. All right, would you do that, and when we get 
through, at the end of the day. 

Mr. Stcery. We will be glad to. 

Senator Jackson. The acting chairman for the Richland group, 
Mr. Harold Monson, would you introduce your first witness? 
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STATEMENT OF HAROLD MONSON, CHAIRMAN, RICHLAND 
DELEGATION 


Mr. Monson. Senator Jackson and Senator Gore, I am Harold Mon- 
son, chairman of the Richland delegation. 

We have been asked to give additional testimony this afternoon, and 
our first witness here will be Mr. David E. Williams, who is attorney 
for the Hanford Atomic Metal Trades Council. 

Senator Jackson. We all understand the question that I am about 
to ask, but just so that the record is clear, I would like first if each of 
you would indicate whom you represent and approximately the num- 

er of people that you represent who are involved in the disposal of 
the properties at Hanford. 

Mr. Williams, would you state how many members there are em- 
ployed by General Electric and/or the Atomic Energy Commission 
at Hanford that you represent ? 

Mr. Wiiiiams. Yes, Senator. Our organization represents all 
maintenance and production workers at the Hanford operations. 
They number some 4,400. 

Senator Jackson. That is 4,400 out of the total overall employment 
at Hanford of—what is it, around 8,900 ? 

Mr. Wiuu1aMs. That is my understanding; around 8,900. 

Senator Jackson. So your organization alone represents about 
nalf ? 

Mr. Wiiu1aMs. Yes. 

Senator Jackson. I am just trying to make the record clear. 

Mr. Witu1aMs. That is correct. We represent over half of the em- 
ployees at Hanford and, as I have said before, these are the people who 
actually work on the production. 

Senator Jackson. I want to get this issue clarified first before we 
get into the specific testimony. 

We also have, as additional witnesses, Mrs. Pat Merrill, who is chair- 
man of the Richland City Council Disposal Committee; Dr. J. E. 
Minor, who is a member of the city council and employed by the Gen- 
eral Electric; Mr. W. W. Parker, who is a businessman; Mr. Fred 
Clagett and Mr. Virgil McVickers. 

Other than Mr. Williams, who stated whom he represents, all of 
the names that I have just called are here at this hearing as a result 
of official action taken by the city council of the city of Richland. 

Will the record show that each of you respond how, affirmatively ? 

Mr. Minor. Yes; that is correct. 

Senator Jackson. Mrs. Merrill, you are chairman of the Richland 
City Council Disposal Committee ? 

Mrs. Merriti. That is correct. 

Senator Jackson. You and all of the other witnesses with the ex- 
ception of Mr. Williams were designated by the Richland City Council ; 
is that correct ? 

Mrs. Merritu. Not exactly. 

Senator Jackson. All right. Will you clarify that, if you can? 

Mrs. Merritt. All of the council members that are present were 
elected by the people of Richland and any that could come—— 

Senator Jackson. You were elected in an election ? 

Mrs. Merriiu. In an election at large. Some of them represent 
districts. I happen to be a councilman-at-large and so does Mr. Minor, 
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so that we represent the people of Richland and are members of the 
official delegation at this hearing. 

Senator Gore. Mr. Chairman, I hope you don’t mind if I observe, 
without any reflection on the other candidates and councilmen, if I 
were there I would vote for her. 

Mrs. Merritt. Thank you, Senator. 

Senator Jackson. I think you know, Senator Gore, that I am a 
bachelor, and you should have reserved that remark for me. 

Senator Gore. I think you are hopelessly so. 

Senator Jackson. Mrs. Merrill and Dr. Minor, you people are 
members of the city council, together with Mr. Fred Clagett, who is 
also a member of the city council, and you all, of course, have been 
elected. You were appointed, I take it, as a part of this disposal com- 
mittee, by the mayor and the city council at a special meeting for 
this purpose ? 

Mrs. Merry. No, sir. 

Mr. Mrnor. If I might speak on that point, Senator Jackson, 
originally, before the disposal question became exceedingly important 
to us, that is, even more important to us, there was a disposal com- 
mittee composed of three members, Mrs. Merrill as chairman, myself, 
and Mr. Enslow as members. 

The appointments were made by the mayor and confirmed by the 
city council. 

Senator Jackson. Let’s just go back a step. Prior to that, hadn’t 
there been a big mass meeting ? 

Mr. Minor. No. I am referring to something long before this issue 
ever came up. Then, when the issue came up which required action 
by the council as a whole, we took action in the council to form the 
council into a committee of the whole so that all members of the 
council became members of the disposal committee. 

Therefore, at the time that the delegation was appointed to come 
to Washington, all members of the council were members of the dis- 
posal committee and Mrs. Merrill was still chairman of the disposal 
committee. 

Senator Jackson. And you feel that the three of you who are mem- 
bers of the city council are speaking for what? The vast majority 
of the people of Richland ? 

Mrs. Merritt. Yes. 

Mr. Minor. We were elected by and represent the people of the 
city of Richland. 

Senator Jackson. And all the members of the city council were 
elected, were they not, together with the mayor? 

Mr. Minor. Yes. 

Senator Jackson. Isn’t it a fact that all members of the city coun- 
cil agreed on your coming back ? 

Mr. Minor. Certainly, unanimously. 

Senator Jackson. And representing the city, so that I take it the 
record will disclose then that the mayor who is present, Mayor Mc- 
Kee, and all members of the city council, approved the official dele- 
gation that is here and that the mayor and all members of the city 
council agreed to the revisions and reductions in the appraisals made 
by - FHA which were included in the record on Tuesday of this 
week # 
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Mr. Minor. Yes. 

Mr. McKee. Yes; that is correct. 

Senator Jackson. Mr. McVickers, you represent the leaseholders 
in Richland ? 

Mr. McVicxers. That is correct. I represent at this time the lease- 
holders in Richland, which includes the businessmen of Richland. 

Senator Jackson. And of what percentage of the leaseholders? 

Mr. McVicxers. I would say to my knowledge we represent 100 
percent of the leaseholders. 

Senator Jackson. What is the name of your group that you rep- 
resent ? 

Mr. McVickers. Federal Leaseholders. 

Senator Jackson. Are all leaseholders in Richland members of that 
nonprofit organization ¢ 

Mr. McVicxers. No, there are certain merchants that do not have 
a Federal lease. Therefore, those are represented by the chamber of 
commerce. We have Mr. Willard Parker and Mr. Ben Phillip. 

Senator Jackson. However, all Federal leaseholders who have 
leases with the Atomic Energy Commission or through its agent, the 
General Electric Co., which acts as an agent for the Atomic Energy 
Commission, are all members of your nonprofit organization and you 
are representing that organization ? 

Mr. McVicxers. That is right. 

Senator Jackson. All right. The chamber of commerce is repre- 
sented here in the person of whom? 

Mr. McVicxers. Willard Parker and Mr. Ben Phillip. 

Senator Jackson. And they are representing the people who are 
nat included in the Federal Leaseholders organization and some who 
are ? 

Mr. McVicxers. Yes. We have another member here from the 
Federal Leaseholders and that is Mr. Paul Lewis, with the delega- 
tion. 

Senator Jackson. In addition, you submitted for the record on 
Tuesday, I believe, Mr. McCormack, a petition signed by how many 
people protesting the appraisals that were made by FHA ¢ 

Mrs. Merritt. Approximately 7,900. 

Mr. McKer. 7,889. 

Senator Jackson. Mr. Williams, would you proceed ? 


STATEMENT OF DAVID WILLIAMS, REPRESENTING HANFORD 
METALS TRADES COUNCIL, AFL-CIO 


Mr. WiuuiaMs. Thank you, Senator. 

It is my purpose today to discuss what we of the Richland delega- 
tion regard as the conflict of the FHA appraisals that we have been 
talking about here and that are in controversy, the conflict of those 
appraisals with the congressional intent that is manifested through 
Public Law 221, and the legislative history. 

I do this to support our view, and when I say “our view,” it is the 
view of the entire Richland delegation, not only the labor organiza- 
tions that I represent. 

Senator Jackson. This afternoon, by the way, you are acting not 
only as the spokesman for your labor organization, but I take it that 
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you are acting as spokesman for the entire group from Richland in 
this presentation you are now about to make; is that correct? 

Mr. Wriu1aMs. That is correct, Senator. We want to make this 
aa a at this time to support the view of the entire Richland 

elegation that the administrative correction of this untenable situa- 
tion, that is, the situation wherein the Richland people will not, and 
many of them cannot, buy their homes, the situation brought about 
by the high appraisals, is not only legal and proper to take place at 
this time, but we think that such administrative correction was con- 
templated by the act and its legislative history at this very stage of 
the developments. 

We think that right at this present time the act envisioned that 
something like this might come about and it set up machinery to take 
care of it. 

Senator Jackson. Mr. Williams, as long as you are getting into the 
interpretation of the act, in order to make the record complete, in 
addition to representing the labor organization in the tricity area, 
you are also a practicing attorney ? 

Mr. Witu1AMs. I am a partner in the firm of Critchlow & Williams, 
Richland, Wash. 

At the outset, I would like to cite for the committee’s attention 
the fundamental rule of statutory construction which was expressed 
as follows in the case of the United States v. The CIO. That case 
can be found at three hundred and thirty-fifth United States Reports, 
page 106, and I quote from the case. It says: 


The purpose of Congress is a dominant factor in determining meaning— 


referring, of course, to statutory construction. 

In the case of the United States v. the American Trucking Associa- 
tions, found at Three Hundred and Tenth United States Reports, page 
534, the rule was further explained by the Supreme Court, and there 
the Court said, and I quote: 

In the interpretation of the statute, the function of the courts is easily stated. 
It is to construe the language so as to give effect to the intent of Congress. There 
is no invariable rule for the discovery of that intention, but to take a few words 
from their context, and with them thus isolated, attempt to determine their 
meaning, certainly would not contribute greatly to the discovery of the purpose 
of the draftsmen of the statute, particularly in a law drawn to meet the needs 
of a major occupation. 

_ In other words, the Court has said that you can’t interpret a phrase 
in a legislative vacuum, as it were, but that you have to look to all 
four corners of the legislation. 

We have had these judicial expressions, which I regard as rather 
typical. Reports are full of similar expressions. I think we can also 
quote from the chief legal officer of the executive branch of the Gov- 
ernment, the Attorney General of the United States. 

He says in 39 OAG 42, to quote again: 

In construing any statute, the legislative intent, if it can be ascertained, must 
control, and in arriving at the legislative intent the entire statute, its form, its 
several parts, its purposes, its relation to other statutes, and the effect of con- 
struing it one way or another, must be considered. 

All this is to say, as we understand the law, Mr. Chairman, no ad- 
ministrative agency charged with effectuating an act of Congress is 
possessed with the authority to select one standard out of many in the 
particular legislation as its sole administrative guide. 
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We think that to do this would almost guarantee—it would guar- 
antee—the defeat of the congressional purposes. In our considered 
judgment, the FHA has isolated and has been entirely preoccupied 
throughout these appraisals with the phrase “current fair market 
value”, which appears in the statute, of course. 

It is our opinion that FHA’s concentration on such phrase, to the 
exclusion of the purposes of Public Law 221, has brought about defeat 
of congressional intent, and defeat takes the form of disrupted morale 
in a vital defense installation. I refer, of course, to the Hanford 
operations. 

We feel that fair market value defined by routine FHA practice is 
one thing, but we think that fair market value contemplated by Public 
Law 221 is something entirely different. To go into this matter in 
more detail, we feel it necessary to refer to the act’s stated policies and 
purposes, 

The act declares it to be the policy of the United States to facilitate 
the establishment of local self-government in locations in question, to 
provide for orderly transfer to local entities of municipal functions, 
municipal installations, and utilities, and to provide for the orderly 
sale to private purchasers of property within these communities with 
a minimum of dislocation. 

These ends were to be accomplished in an expeditious manner, which 
would maintain and not impede the atomic program of the United 
States, and which would not impede recruitment and retention of per- 
sonnel essential to the atomic energy program, it being recognized by 
Congress that, and I quote from the law: 

That the continued morale of project-connected persons is essential to the com- 
mon defense and security of the United States. 

We feel that the purposes and policies that were thus announced by 
the Congress stand unaccomplished at this time. I don’t think we will 
run into any serious contradiction on that point. 

Actually, in our opinion, insofar as Richland is concerned, these 
policies stand prejudiced, a prejudice contrary to the congressional 
intent. We think they are so prejudiced because the FHA, contrary 
to the congressional intent—and I emphasize that again—appraised 
the dwellings in question with primary attention to theoretical condi- 
tions, in a theoretical, composite, regionally typical town, as opposed 
to actual conditions in our very separate and real and unique town of 
Richland. 

FHA’s procedures may have been absolutely correct had Congress 
said that, “We want these houses to be sold at current fair-market 
value,” without reference to possible consequences to the atomic energy 
program, but, of course, Congress didn’t say that and didn’t so express 
its desire. 

On the contrary, as has been said, it was the manifest and essential 
expectation and intent of Congress that the appraisals, if directed, 
would meet with that degree of buyer acceptance necessary to avoid 
any conflicts with the vital demands of national defense. 

This, then, in our opinion, was the view of fair-market value which 
should have been applied by FHA, in administering Public Law 221. 
If we are going to offer these opinions, I think that we should go fur- 
ther and state our additional opinions as to what we think can be done 
at this stage of the game. 
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In the first place, it is clear that this committee, if it desires to re- 
affirm congressional intent, can properly make a recommendation for 
appropriate downward adjustment of the appraisals in question 
through a duly adopted resolution, and such appraisals, if adjusted 
by the agencies pursuant to such resolution, would then represent fair- 
market value within the meaning of the law and a necessary finding of 
feasibility could be made. 

In our opinion, again, acceptance by the agencies of this committee’s 
recommendation on this matter would in no way conflict with the 
statute in question. It would simply amount to an application of all 
the act’s standards, to the determination of fair-market value in this 
case, and, of course, this is a case that all parties concerned say is some- 
what unique. 

A recommendation of a resolution of this committee, plus action 
thereon by the agency, would be clearly consistent with the legislative 
history, and in this regard we refer to Senate Report 1140, 84th Con- 
gress, having to do with this legislation, wherein it says with refer- 
ence to the finding of feasibility aspect of this legislation, that this 


aspect was inserted so that after the initial appraisals, Congress could, 
and I quote— 


have a further look at the direction in which the disposal program is headed. 


In other words, the finding of feasibility was inserted in the legis- 
lation to permit this committee to look over the appraisals before sale, 
and such provision, of course, was also to require a careful check of 
buyer reaction in such appraisals by the agency. 

The present situation was, in effect, anticipated by Congress, but the 
fact that Congress understood that it might arise certainly cannot 
be said to express some congressional intent that the necessity for the 
feasibility finding was to be used as some device to defeat the pur- 
poses and policies of the act, but rather—and this would appear quite 
clear from the act, in our opinion—these nonconforming appraisals 
were to be adjusted to meet the statutory standards invoked by the 
demonstrated fact, and there will be some people here who can tell you 
what those facts are. 

If this weren’t so, we would have to say that this requirement, this 
finding of feasibility requirement, was not in support of the basic 
policies underlying the act, but rather, was a device which could be 
used to effectively reverse those policies, the policies of Congress, 
leaving absolutely vain statutes on the books. 

Senator Jackson. Mr. Williams, you have the report there. Re- 
ferring to the explanation in section 51, you have already, I believe, 
quoted the last sentence in the report in section 51, which is the first 
paragraph on the top of page 11. 

Without reading the entire section, it states: 


One further advantage of this schedule— 
and that is referring back to the finding of feasibility and so on— 


is that it will permit the Congress to have a further look at the direction in which 
the disposal program is headed before the actual sales begin. 

It looks like the meeting here today is under this section. I mean, 
it is quite clear that Congress could not spell out in the statute every 
specific detail, but it could spell out the broad objectives and the poli- 
cies that should be followed in trying to make for an orderly disposi- 
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tion of the Government-owned property in Richland without disrupt- 
ing a very, very important defense facility. 

Do you agree with that? 

Mr. Wriu1aMs. I certainly do, Senator, and that is what we were 
referring to at the outset when we said that in our opinion the act 
contemplated this sort of a situation might arise and it set up ver 
effective machinery to take care of it without having to go back titeaghe 
passage of another statute, amendment, or something like that. 

Senator Jackson. I think this last statement in the report under 
section 51 tends to corroborate the necessity in making any disposition 
of always keeping in mind the broad objectives of the law, and that is 
— the policy provisions at the outset of the statute are so important 
and why we must never lose sight of that in trying to interpret any one 
section. 

Unless that is done, the purpose of the legislation would be defeated. 

Excuse me ; I don’t means to interrupt. 

Mr. Witu1aMs. In summary, Senator, our position is that Congress 
rather emphatically made it clear that factors of national defense were 
concerned here, related those factors to the morale of the people of 
Richland, and that all of those overriding considerations must be 
looked to by the agency when it attempts to interpret what is meant 
by fair market value. 

We think that fair market value, to repeat, might well have a very 
commonly accepted and routine meaning to FHA in their usual under- 
takings, but their usual undertakings aren’t concerned with a special 
statute disposing of residences in a town which would not be there un- 
less it hae to be there because of national defense. 

We think that the expressions of opinion from this committee as to 
Congress’ intent are entitled to the greatest possible weight and that 
the agency should afford such an expression of opinion the greatest 
possible weight. 

We have citations of authority that we can offer in support of that. 
This one has a peculiar title: United States v. the Federal Power Com- 
mission, but it says that great weight must clearly be given to expres- 
sions of opinion by resolution, congressional resolution. 

Another case that we would cite is the FHE Oil Company v. CIR, 
which may be found in 150 Federal 2d. 857, and they say that a con- 
gressional expression of opinion through a resolution or otherwise 
certainly doesn’t alter the law, but I quote, and its says: 

An expression of opinion on a point of law would, of course, be entitled to the 
most respectful consideration. 

I don’t know if I gave the citation on the other case. It was 191 
Federal 2d, 796. 

Senator Jackson. If you left sy out in connection with your 
remarks, you may include them later and you will be granted consent 
for that purpose at this time. 

Mr. Wiiu1aMs. I want to make it very clear, Senator, what we feel 
that this agency or these agencies can do to rectify the situation. We 
feel that they can adopt the recommendation of our disposal arbitra- 
tion committee if sanctioned by this committee. 

We think that the very fact—and I emphasize this again—the very 
fact that Congress did put in a safety valve in this legislation in the 
form of a finding of feasibility contemplated that something like that 
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might have to be done, and we feel that there will be no laws violated 
by FHA if they were to do that. 

We feel that in so doing, they would be complying with the law, 
meeting the purposes of Congress, and assisting in the resolution of 
this very important problem. 

Senator Jackson. Mr. Williams, I take it in substance your point is 
that from a procedural standpoint, should this subcommittee, by 
resolution or other means, bring to the attention of the Director of 
the FHA or the Housing and Home Finance Agency the pertinent 
testimony that has been brought out in these hearings, including the 
entire record, the Administrator, who has the overall responsibility 
of not just having an appraisal made, but making sure that when he 
certifies that the property is ready for sale, there has been a full com- 
pliance with the act, at that time the Administrator does have the 
discretion and has a responsibility of exercising discretion to make 
sure that the broad policy objective that you have alluded to in your 
comments and statements should be fully complied with? 

This would include and contemplate a revision if such is necessary 
in the discretion of the Administrator of the appraisals actually made 
by his representatives in the field. 

Mr. Wuu1ams. I concur with what you have said, Senator. I feel 
that it is the duty of the Administrator to take such action because of 
the clear expression of the purposes of Congress as they appear in the 
act, and in its legislative kuaer. 

Senator Jackson. In other words, the Administrator has to find not 
only that appraisals represent a fair-market value. He also must de- 
termine a compliance with the act to make sure the appraisal will not 
disrupt the morale and interfere with the recruitment program at 
the Hanford plutonium works; is that correct? 

Mr. Wiiuiams. Yes. We would say, Senator, that fair-market 
value may be a general term in FHA experience, but Congress effec- 
tively limited it in this case by the other criteria and by its purposes. 

Senator Jackson. All right. Does that complete your statement, 
Mr. Williams, at this time ? 

Mr. Wiiu1ams. It does at this time, Senator. Thank you. 

Senator Jackson. All right. The next witness is Mrs. Pat Merrill, 
chairman of the Richland City Council Disposal Committee. 

Mrs. Merrill, we appreciate your previous statement. We will be 
glad to hear from you now. 


STATEMENT OF MRS. PAT MERRILL, CHAIRMAN, DISPOSAL 
COMMITTEE, RICHLAND CITY COUNCIL 


Mrs. Merritt. Thank you, Senator. 

They were questione Mesa regarding how the city council 
came up with the prices that we submitted for consideration. There 
seems to be some idea that the people of Richland gave no particular 
thought to disposal] until suddenly FHA appraisals were announced. 

This isn’t true. The Richland City Council Disposal Committee, 
as far back as I can go, as 1952, was formed as a result of the Scurry 
panel report. At that time, Mr. Clagett, who is still a member of 
the council, was chairman of the committee. 











200 SALE OF COMMUNITIES 


They had radio programs, as well as public meetings to inform 
the public regarding the Scurry panel report, and in addition to the 
Wheeler appraisals and the survey that was to be conducted by the 
Bureau of the Census, the disposal committee of the city council has 
been very active in the whole disposal program ever since its inception. 

Mr. Clagett continued as chairman of the disposal committee in 
1953. Mr. Monson was chairman in 1954 and I have been chairman 
in 1955, and so far in 1956. 

From that time back, beginning with the Scurry panel report, the 
council disposal committee members, as well as the other members of 
the city council, have spent thousands of hours at absolutely no pay 
in analyzing proposed legislation and discussing disposal problems. 

We have done this under the constant scrutiny and criticism of the 
public, and also under the watchful eyes of the Atomic Energy Com- 
mission and the General Electric Co. 

We participated in hearings on the disposal legislation. We dis- 
cussed it and rediscussed it. We think we have a pretty good knowl- 
edge of the actual bill itself and of all of the testimony and findings 
that led up to the present Public Law 221. 

In 1955 there was a 3-to-1 vote in Richland against disposal legis- 
lation. This time I think for the record we should try to make it clear 
that the people of Richland were voting on proposed legislation that 
had not been written into its final form. 

They were a little skeptical as to just what exactly this might in- 
clude, and since they did not have a bill that had been presented to 
Congress, they felt they were not going to, in a sense, give Congress a 
blank check by merely voting yes, although nearly everyone that you 
talked to was actually in favor of disposal. 

The only think that the people had to go on were the Wheeler ap- 
praisals. With the Wheeler appraisal and no bill, our vote went 3-to-1 
opposing disposal, but, believe me, the people of Richland want to 
purchase those homes; they want to live in normal American com- 
munities, and they want to pay what they feel is a fair price for those 
homes. 

The legislation, as you know, passed Congress. It became law and 
the FHA set about their work of appraising the Richland houses. The 
appraisals were released and the people of Richland were horrified, 
and then, became angry. 

The appraisals were released, as I recall, the latter part of the week 
and I had a Richland City Council Disposal Committee meeting sched- 
uled for that Saturday at 2 o’clock. My telephone started ringing and 
the other members also. 

We said, “We are having a committee meeting and why don’t you 
come and discuss it?” I talked to one woman and 250 people showed 
up. 

"We were forced out of our normal committee room and had to ad- 
journ to the Labor Temple. ( 

Senator Jackson. That was how long after the conversation? — , 

Mrs. Merri. I believe I talked to this woman at 10:30 or 11 
o’clock in the morning, and the meeting was at 2 o’clock. 

Senator Jackson. You had that many? 

Mrs. Merritt. Yes. There-would have been more if there had been 
any publicity, but no one knew about it until that time. 
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At that meeting the people certainly were not silent in their ex- 
pression of their feelings toward the unfair and unrealistic appraisals 
that FHA had made. They were at a loss to understand how FHA, 
in reading the law and the report that went with the law, could pos- 
sibly come up with these figures. 

It was very evident from the meeting of 250 people that the con- 
tinued morale of the community was not going to remain high if these 
appraisals stood. At that meeting, the people decided that they 
wanted to do something to demonstrate to the Atomic Energy Com- 
mittee that they were not satisfied and at that meeting they started 
their move on a petition drive to send back here and to have the results 
of that, I believe, in the record. 

They also called for a public meeting the following day in Bomber 
Bowl in Richland and at that meeting we had approximately 2,000 
people present, all vocally expressing their dissatisfaction with the 
appraisals. 

As a matter of fact, I conducted the meeting from the ground in 
Bomber Bow] and asked if anyone wished to speak in defense of the 
appraisals. There wasn’t a single person that felt that the appraisals 
were fair and equitable. 

All of this is in the way of background information, Senator. The 
people had studied the legislation. Since 1952, when we first talked 
about legislation, they had been out looking over the tricity area and 
I know what I am talking about. I was a real] estate salesman and I 
used an awful lot of gasoline and wore a lot of rubber off my tires 
showing Richland people Pasco and Kennewick property. 

They were comparing prices. They are familiar with what the 
region has to offer and at the same time they are protesting now be- 
cause they don’t want to move to Pasco and Kennewick. We want to 
live in Richland. 

Senator Jackson. You mentioned your work in connection with 
sales of real estate, which I take it you did from time to time. Is it not 
true that in normal circumstances if you don’t like an FHA appraisal, 
you don’t have to buy the house ? 

Mrs. Merrity. That is correct. 

Senator Jackson. What can the people in Richland do under those 
circumstances except move ? 

Mrs. Merrity. There are no other houses available in Richland ex- 
cept those appraised by FHA. They will have to move out of the city. 

Senator Jackson. That is my point. So you don’t have a normal 
situation when you are talking about the appraisal of the property in 
Richland. 

Mrs. Merrity. That is correct. 

Senator Jackson. So that when the property prices are not accept- 
able, the immediate effect is to violate the declaration of policy laid 
down by Congress that these sales are to be carried on in such a manner 
as not to disrupt the community, which would have the effect, if such 
disruption occurred, of interfering with the recruitment and the mo- 
rale of the workers at the Hanford plutonium works; is that correct ? 

Mrs. Merriti. That is correct. The members here today of the 
council, as well as the people of Richland, felt that the whole idea in 
Public Law 221 was to sell the property to the residents of Richland. 
As I believe Mr. Williams stated, if the intent of Congress was to get 
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rid of it and sell it to anyone, we don’t see why certain things were 
mentioned such as continued morale of the community. 

Senator Jackson. There was some discussion by the representatives 
of FHA or HHFA that 70 percent of the people would buy in Rich- 
land on the present appraisal schedule. Do you agree with that? 

Mrs. Merritt. I do not. 

Senator Jackson. Do,you base your answer to my question not on 
ar own personal views, but on the basis of the information that you 

ave received from many people in Richland generally ? 

Mrs. Merriutz. Oh, heavens, we had almost’7,900 signatures on a peti- 
tion, as well as 2,000 people out at mass meetings, and additional meet- 
ings where they went to work. 

I have yet to have anyone call me and tell me they were willing to 
purchase at that particular price. I have heard some people say, “I 
will purchase if I have to,” but they don’t like it. 

Senator Jackson. However, you would say the vast majority of the 
people would not purchase? 

Mrs. Merritt. I would say very definitely that the vast majority 
would not. 

Senator Jackson. You don’t agree with that figure based on your 
official duties as a committee councilwoman ? 

Mrs. Merrit. I do not believe that figure, and I doubt very much 
whether FHA does. 

Senator Jackson. And as to to the indication of some testimony to 
the effect that 20 percent would purchase now, do you believe that state- 
ment to be representative of the attitude of the people in Richland? 

Mrs. Merriti. That may be true, 20 percent of the people may feel 
that they are able to purchase. To some people, money doesn’t mean 
a great deal and they are able to purchase the homes, but I do not think 
that you are going to be able to continue operation of the Hanford 
plant with only 20 percent of the people there. 

Senator Jackson. A good answer. 

Mrs. Merritxz. Shall I continue? 

Senator Jackson. Certainly. I am sorry for my interruption. 

Mrs. Merriti. After the mass meetings that were held the city coun- 
cil disposal committee set to work to see if we could find a solution to 
the problem, whether or not FHA could make some changes, whether 
it would be necessary to do it legislatively, or anything else that might 
be done to get the expressions of the people before the correct authority 
so that some action might be taken. 

The citizens of Richland, as I indicated, are not unfamiliar with 
property in the surrounding area. They do want to purchase their 
homes. Citizens groups met, the city council met, and people were 
meeting all over town. There were a number of prices suggested to 
the city council, all falling within the same range per house type. We 
held a discussion conference on disposal at Columbia High School. 

At that time we broke up the people of Richland, put them in sepa- 
rate rooms, according to house type, asked them what they felt was 
right or wrong with the FHA appraisal, what price they would be will- 
ing to pay, and tried to possibly have them give reasons why they felt 
this was a fair price. 

After this meeting, and bringing it up to date, the arbitration com- 
mittee was formed. We felt we had to move pretty fast. Congress 
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wis about to adjourn. We didn’t have all year to get this job done. 
People wanted an answer. 

So the mayor appointed 26 residents to an arbitration committee. 
They sat down, took the figures that people had given them, and the 
expressions that, “This we feel is a fair price in regard to the area; it 
is a price that we are willing to pay,” and the majority of the people 
are not willing to pay any more than that. 

There are some that are willing. I say again the majority. So these 
prices, as a result of the arbitration committee, representing house type 
and also members of various organizations in Richland, submitted to 
the city council, are prices that you now have. 

Senator Jackson. Mr. Butler headed that committee ? 

Mrs. Merrity. That is correct; with Mr. Bill Kerr as cochairman. 

Senator Jackson. How many were on the committee? 

Mrs. Merrmu. Twenty-six, plus Mr. McKee and myself as ex officio 
members. We do not consider ourselves appraisers in any sense of the 
word, but we are familiar with the property around there. We know 
what we can purchase for a dollar and we also know that we would like 
to purchase property in Richland ifthe price can be fair. 

Are there any other points that you would like me to clear up? 

Senator Jackson. Thank you. I think you made a very fine state- 
ment, and we appreciate having your comments, Mrs. Merrill. I think 
there is a lot of commonsense in what you said. 

Mrs. Merritt. You mentioned the fact that Mr. Butler was chair- 
man of the arbitration committee. I would like to identify Mr. Butler, 
if I may. 

He was former General Counsel for the Hanford Atomic Products 


Operation, General Electric Co. 

Senator Jackson. And he is now practicing law in Richland? 

Mrs. Merrixx. In private practice; that is correct. 

Senator Jackson. The next witness is J. E. Minor. 

Just again for the record, you are a member of the city council and 
employed by the General Electric Co. as a metallurgist ? 


STATEMENT OF J. E. MINOR, RICHLAND (WASH.) COUNCILMAN 


Mr. Minor. That is correct. 

I would like to add briefly to the testimony Mrs. Merrill has given 
so capably, speaking briefly on two points that are present in the 
report to the Atomic Energy Community Act of 1955, a report which 
the FHA states they are thoroughly familiar with. 

We note that the fair market value was to take into consideration 
four factors, the fourth of which was the one-industry nature of the 
community. The testimony appears to be to the effect that Congress 
was concerned with the general economic welfare of the community, 
and it is our contention that it was the intention of Congress rather, 
to take into consideration the welfare of the individual plant worker 
when they instructed the FHA to take into consideration the one- 
industry nature of this community. 

I may point out within the pages of this same report, on page 5, 
the following paragraph : 

The joint committee has carefully weighed all of the positions taken by all 


of the persons who are affected by this legislation and has tried to draft a bill 
which will be as fair as possible to all concerned. 
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Special attention has been given to the suggestions voiced by the residents 
of communities affected by this bill since to a very real degree they are being 
forced to buy housing. Those persons living in the towns rely on the atomic- 
energy industries for their employment, either directly or indirectly. There is 
no other industry in either town. The towns are situated so far from other 
industries that the ability of the residents to obtain positions in other com- 
munities outside of Richland and Oak Ridge is minimal. 


I think the inclusion of this paragraph in the report shows very 
distinctly that the Congress was concerned with the welfare of the 
individual worker and not concerned with the general and long-term 
economic welfare of the community when they added this instruction 
to the selling agent or the appraising agent. 

Senator Jackson. It is not only a finding of one industry in the 
area immediately adjacent to Richland, but the fact that there is no 
other industry in that area, which, of course, is the situation. Unfor- 
tunately, the testimony from the executive branch of the Government 
that there were other economic things to fall back on is just not borne 
out by the fact ; is that right ? 

Mr. Minor. That is correct. 

Senator Jackson. You have lived there how long? 

Mr. Minor. I have lived there since 1952. I was born in the State 
of Washington. I have lived there all my life and am familiar with 
the makeup of the State of Washington. 

Mr. Norris. Before you go on, is it not true that the sentence that 
says— 


Special attention has been given to the suggestions voiced by the residents of 
the communities affected by this bill, since to a very real degree they are being 
forced to buy housing— 
indicates that the citizens of Richland have no freedom for the choice 
of actions, or very little freedom # 

Mr. Mrnor. ‘This is a point that we have always realized. The inclu- 
siou of this sentence in the report shows that the committee also realized 
the fact. 

Mr. Norris. The reason that I picked the words “freedom for the 
choice of actions” is that I have before me the definition of value used 
by the FHA, which is defined as— 


The price which typical buyers would be warranted in paying for the property 
for long-term use or investment, if they were well informed, acted intelligently, 
voluntarily and without necessity— 
and in defining the terms of that definition, they say “voluntarily and 
without necessity” assumes freedom for the choice of actions. That is, 
that a decision to purchase is made solely from recognition of advan- 
tages in so doing, rather than from necessity due to lack of alternatives. 

That, also, prospective buyers are in a position to postpone pur- 
chasing. ' 

Senator Jackson. I might ask, Dr. Minor, there is no opportunity 
here to postpone purchasing, is there, under the law, once the certifi- 
cation is made? 

Mr. Minor. We are not given the alternative as to when we pur- 
chase. We have 90 days in which to indicate our intention and from 
then on we take our chances. 

Senator Jackson. For the record, counsel was reading from the 
Handbook of Underwriting Manual, Principles of Dwelling Valua- 
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tion, Federal Housing Administration, pages 1004-1005, over to the 
opposite page, 1005-1006. 

Mr. Minor. I would like to pose a hypothetical situation for just 
an instance. It is not difficult to imagine situations under which a 10 
percent reduction takes place in employment at Hanford. I can go 
into a number of situations that could cause this, but there is no point 
in it at the moment. 

A 10 percent reduction will not bring into operation the indemnity 
clause in the legislation. This is the first point. The second point is, 
here you have some hundreds of people who no longer have employ- 
ment at the Hanford plant. They cannot reasonably look to Paseo, 
Kennewick, Yakima, or Spokane for comparable industry in which 
they can obtain comparable positions. 

Rather than that, they must go far afield to areas in California or 
some similar point where they can obtain employment. 

If they were to wait for industry to come in so that they might ob- 
tain employment, they might be sitting in that town for 10 years wait- 
ing for a job. I don't think the FHA would wish to argue that this 
is realistic. 

Further, if the indemnity clause had not come into operation and 
they had purchased this house, this house will then sit empty, because 
the only source of employment in Richland close by at the present 
time is the Hanford plant, and we have already made the hypothesis 
that the employment had been reduced at the Hanford plant. 

Where, then, is this source of employment for the man who is gomg 
to come In and live in that house? So that you have the situation 
arising in which these people are displaced from the town by lack 
of employment and they are saddled with a mortgage on a house 
which there is no reasonable prospect for their selling at the price at 
which they were forced to purchase it. 

This is our definite feeling in this matter, that we not only would 
be forced to leave by any change of employment, but we have no rea- 
sonable expectation of any normal market value being retained in that 
house. 

I would like to speak to one other point. On page 8 of this report 
there is a single sentence which I think is not difficult for anyone to 
interpret. It says: “The disposal program shall not impair the mor- 
ale of the community.” 

This is a very simple, direct statement of intent of the legislation. 
You have already, Senator—I don’t recall whether you or Mr. Norris 
introduced the telegram—in the record a telegram from Mr. John- 
Sa 

Senator Jackson. I read it into the record. 

Mr. Minor. Thank you. The head of the atomic products opera- 
tion, testifying as to the effect of this release of the appraisal prices 
on the morale of the community, the effect of the anticipation that 
people must purchase at these prices on the morale of the community. 

I would like to speak for an instant for my company. I assure you 
that the General Electric Co. does not lightly choose an executive for 
a plant of this size; and, if the executive so chosen gives you a state- 
ment worded as Mr. Johnson's w as, you may rely upon it ‘that he has 
made every effort to ascertain that ‘this statement is correct before he 
submits it. 











206 SALE OF COMMUNITIES 


Senator Jackson. I just wanted to, of course, say, Dr. Minor, that 
I have met Mr. Johnson on several occasions and he is a man who is 
very conservative. I am using “conservative” without any ideological 
connotations; I do not profess to permit politics to invade the mma 
of this discussion. Mr. Johnson is a man who is not extravagant wit 
his statements. 

He will give honest, forthright statements of position. In his tes- 
timony before the committee last summer, when we were all in Rich- 
land to hold hearings, I recall that what he had to say was forthright 
and to the point. 

I have great faith in his sincerity and in his presentation of what 
he knows the facts to be. As you pointed out, Mr. Johnson, who is the 
general manager, is in a position to know these things. As the gen- 
eral manager of anything that requires a lot of scientific and technical 
personnel, he is continuously concerned, is he not, with the morale of 
the workers? Scientists and technicians are in short supply; is that 
correct ? 

Mr. Minor. It is absolutely correct. 

Senator Jackson. And anything that tends to impair the morale of 
the technical and scientific and other personnel at Hanford could 
have a detrimental effect on the important defense mission of this 
operation. 

Mr. Minor. I think I would go so far as to say it could have a crip- 
pling effect. 

Senator Jackson. I will leave the adjectives to you. 

Mr. Mrnor. We have seen this statement, as I say, from Mr. John- 
son. I do not believe that we have seen any supportable testimony 
that the morale of the program has not already been affected and that 
it will not continue to be affected and, therefore, I believe we have 
clear evidence that the purpose of the act has been contravened, since 
the disposal program is currently impairing the morale of the commu- 
nity. 

That is all of my testimony for the moment, Senator. 

Senator Jackson. Thank you, Dr. Minor. 

I might call these out of order, if you don’t mind. I think following 
up on this question of personnel, if there is no objection, I will call Mr. 
Clagett next instead of Mr. Parker, to finish up this point. 

Our next witness is Mr. Fred Clagett, who is a member of the city 
council and is also in charge of recruitment for the General Electric 
Co. Mr. Clagett, in addition to whatever you may wish to say at this 
time, the Chair is desirous and specifically requests from you any in- 
formation that you may be able to give the committee with reference 
to the effect of this disposal program as now contemplated under the 
announced appraisals by FHA on the recruitment of personnel at 
Hanford and anything else that bears on the morale that you may 
have information on. 

My question is directed to you, and specifically requests, in your 
capacity as an officer and employee in General Electric and also as a 
member of the city council. 


STATEMENT OF FRED CLAGETT, RICHLAND, WASH., COUNCILMAN 


Mr. Cracerr. Yes, Senator Jackson. I am Fred Clagett. I am a 
graduate chemist. I have 14 years in research and development ac- 
tivities. I have been in technical personnel work the last 3 years. 
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My particular responsibility is the hiring of scientists and engi- 
neers with doctors’ d 


Senator Jackson. For the General Electric Co.? 

Mr. Cracerr. For the Hanford operation, although this is coordi- 
nated with the whole company; that is right. 

You stated I was in charge of technical recruitment at Hanford. 
This is not literally the case in the sense that the technical personnel 
requirements are divided up among different responsibilities. 

enator Jackson. You state what your official position is. 

Mr. Cracerr. Mine is particularly doctoral graduates. 

Senator Jackson. The doctoral graduates play a very key part in 
the operation of the Hanford plutonium oahan is that right? 

Mr. Cuacerr. That is right. The availability is practically nil in 
relation to the requirements of industry today. Mr. Minor has men- 
tioned that his field is metallurgy. I might say that the whole United 
States, during these current years, only turns out about 50 Ph. D. grad- 
uates in the field of metallurgy that are available to industry. 

Mr. Norris. Excuse me. Before you leave that point, are not some 
of the key problems in the operation of reactors, which need resolu- 
tion for further development and further economics, tied directly to 
metallurgy ? 

Mr. Cuacerr. Very definitely. As far as the location of the Han- 
ford operation entering into this picture of morale, I might point out 
that it is located up in the Northwest corner of the country, as we are 
all aware. 

You take the States of Washington, Oregon, and Idaho; there are 
only five universities there which can provide even small numbers of 
the kinds of people we need at Hanford. That is the University of 
Idaho, Washington State College, the University of Washington, Ore- 
gon, and Oregon State. 

As soon as you go beyond that immediate area, which is extremely 
limited in numbers of people that these universities provide, the near- 
est next university is down in the San Francisco area, Stanford and 
the University of California. 

There are a couple of more in Los Angeles, Cal Tech, and the Uni- 
versity of California at Los Angeles, but again, none of these provide 
the supply which we need. This means very simply that a major share 
of our technical personnel must come from the Eastern States. 

This means a major dislocation in a sense of the individual family 
situations in bringing these people to Hanford. In this Soenattian. T 
might also add that, as we all know, attractive living is as important 
as salary, and a good job, and a man staying in a particular location. 

I can say honestly that most of the residents of Richland feel it is 
a nice town, but the houses they are in are not the houses that they 
would normally choose to buy. On the other hand, under the legisla- 
tive provisions, which is really the only logical way it could be han- 
died, they must essentially purchase the house they are in in order to 
prevent a major upheaval of the personnel at the plant during a sale 
process. 

Now, one consideration I might mention in this connection as to why 
we fee] that prices are too high is very simply the fact that they must 
buy the houses they are in; but if they do so they would like to make 
them personal homes rather than simply Government houses. This 

means investment and remodeling. 
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These families or these people at Hanford, by coming there for 
employment, are widely separated from their personal families. They 
are widely separated from other job opportunities. They would 
have to go at least 600 miles before they would find opportunities in 
comparable scientific or engineering fields that would fit their partic- 
ular backgrounds and talents. 

Furthermore, they are widely separated from normal professional 
contacts in the science and engineering fields. And this is important 
to these people in particular. And this simply emphasizes the fact 
that any disruption of their family life is going to make them much 
more anxious to revert back to other areas, where job opportunities 
are plentiful. 

We have personnel that we come in contact with as employment can- 
didates, who these days have as many as 20 and 30 bona fide employ- 
ment offers. If Hanford is one of these, it is the only one anywhere 
within a tremendous radius. All the others will be concentrated 
around their homes in the East, their families, meaning their parents, 
and so forth. 

Senator Jackson. In other words, it is hard enough to get them to 
come out to Hanford in any event, with this sort of dislocation 

Mr. Craccerr. Right. 

Senator Jackson (continuing): The problem becomes almost im- 
possible from your standpoint. 

Mr. Ciacerr. That is right. And this means that attractive living 
is an extremely important factor in retaining them there when they 
do come. 

Senator Jackson. Under chapter 1 of Public Law 221, with specific 
reference to sections 11, 12, and 13, I wish to just ask you a couple of 
questions, if I might, at this point. 

Mr. Ciacerr. Certainly. 

Senator Jackson. Subsection (c) of section 11 provides among other 
things for the orderly sale to private purchasers of property within 
those communities, with a minimum of dislocation. 

Do you feel that that provision is being carried out, based on the 
appraisals ¢ 

Mr. Cuacerr. Definitely not. 

Senator Jackson. Now, section 12 provides in subsection (a)—I will 
read the beginning of section 12 through subsection (a): 

Findings —The Congress of the United States hereby makes the following 
findings concerning the communities owned by the Atomic Energy Commission : 

(a) The continued morale of project-connected persons is essential to the 
common defense and security of the United States. 

In your judgment, is the continued morale of the project-connected 
persons in these projects going to be maintained as a result of the an- 
nounced appraisal prices ¢ 

Mr. Cracerr. Definitely not. Unless these people can purchase 
their homes under conditions which will make them attractive to them, 
they very likely will leave the area completely. In any case, the tre- 
mendous unrest, which is being created by the lack of a normal living 
situation under the current question of what in the world is going to 
become of their homes, is very bad on morale at the present time. 

Senator Jackson. In other words, the net effect of the announced 
price tag or appraisals is to vitiate the section that I just referred to; 
is that correct ? 
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Mr. Cracerr. That is correct. 

Senator Jackson. In your judgment. 

Now, section 13, I quote: 

Purpose—lIt is the purpose of this act to effectuate the policies set forth above 
by providing for (a) the maintenance of conditions which will not impede the 
recruitment and retention of personnel essential to the atomic energy program. 

Is that provision of the policy laid down by the Congress being com- 
plied with in your judgment in light of the announced purchase prices 
orappraisal pr one listed by FHA? 

Mr. Cracerr. I do not believe it is. We simply believe that under 
the intent of the law Richland cannot be constr hied be a normal market 
situation. In other words, the geographical isolation creates an en- 
tirely separate condition, which is distinct from the situation at Oak 
Ridge, where similar personnel are situated in the center of an in- 
dustrial area 

Senator Jackson. Mr. Clagett, you were present when I read the 
telegram which I requested from Mr. W. E. Johnson, general manager 
of the Hanford atomic products operation; is that right? 

Mr. Cracerr. Yes. 

Senator Jackson. You are familiar with the contents of that 
telegram ¢ 

Mr. Ciacerr. Yes; Lam. 

Senator Jackson. Do you concur in the views expressed by Mr. 
Johnson ¢ 

Mr. Ciacetr. In my belief, his views were sincere, and I concur that 
they represent the picture as accurately as I can see it. 

Senator Jackson. They represent a factual picture of the situation 
that exists as outlined by Mr. Jaina! 

Mr. Cuacerr. Right. 

I might add, here, that I have had several conversations this week 
with Mr. L. L. German, who is manager of the employee and public- 
relations foaaen nt, and he has on several occasions expressed great 
concern over the upheaval that the announcement of the prices has 
produced. 

Senator Jackson. And what is his position ? 

Mr. Criacetrr. Manager of the employee-public relations department 
at Hanford. He reports directly to W. E. Johnson. 

Senator Jackson. Does that complete your statement at this time? 

Mr. Cracetr. Right. 

Senator Jackson. Thank you. That was a very fine statement, Mr. 
Clagett. I think it is very helpful i in our efforts to try to determine 
whether the will of the C ongress is being carried out in this legislation. 

Mr. W. W. Parker? 


Would you state your full name for the record and who you are 
representing ¢ 


STATEMENT OF WILLIAM W. PARKER, RETAIL HARDWARE 
BUSINESS, RICHLAND, WASH. 


Mr. Parker. My name is Willard W. Parker. I operate a retail 
hardware store on some very expensive ground in Richland. Iam here 
delegated by the Chamber of Commerce of Richland to represent the 
people of Richland. I am a former member of the Richland Com- 
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munity Council, 1 term by appointment and 1 term by election, and 
retirement by volition. 

I have since that time served under the city council on committees, 
including that of drafting a model city charter proposal. 

I have been somewhat reticent, Senator, to tastity previously, be- 
cause, although I have been a resident of Richland for 6 years, I now 
am not. However, perhaps that in itself is worthy of brief explana- 
tion, in that I was forced to leave what I still consider my hometown, 
of which I am very proud, and go to an adjacent community in order 
to afford my family the privilege of a home of our choice on a lot of our 
choice; ial because of the age of our children we decided we had to 
make that decision last year without waiting further for the possible 
opportunity to do it within Richland. 

My point in speaking this afternoon is to attempt to convey to you 
my impressions of the serious consideration and thovough manner in 
which the council, the Richland Community Council, and its commit- 
tee, which submitted to you this report and proposal, the 26-member 
arbitration committee, did their job. 

I will concede that the very first meetings that were held after the 
announcement of the appraisal prices were with people in some state of 
shock and considerable chagrin. I will not concede that it was in 
hysteria. And after that first state of shock, the people as a whole, 
and especially the delegated people, sat rather quickly down to some 
very serious thinking. 

It has been indicated here, in talking about the type of personnel 
that the company employs—but let me add further that the average 
intelligence of the people in Richland is quite high. Their average 
education and capabilities are quite high. 

Senator Jackson. I carried it in the last election. [Laughter. ] 

Mr. Parker. You may notice that when we have a group of them 
together, there may be some that have trouble keeping their slide rules 
in their pockets. 

Senator Jackson. I want to say this, that I do not know of any 
community in America that has a higher level of intelligence than they 
have in Richland. I saw the records as to the use of the public library, 
which I think is about as high as any community in the United States. 

Mr. Cuacett. It is higher in Spokane. 

Senator Jackson. I do not want to reflect on any other communities. 

Mr. Parker. The actual collective work that we represent here this 
week started underway at this 2,000-person mass meeting, which was 
called on a half day’s notice on Sunday, Mother’s Day. That was 
channeled further into a series of public meetings in which, for exam- 
ple, one meeting consisted of filling a school, room by room, with 
people occupying each different types of houses in separate groups. 
And then, naturally, from that began to come a number of different 
systems and a number of different champions. And there might have 
appeared to be some conflict and confusion as different ones began 
to champion their idea of a course of action. 

Then, as it progressed further, it developed into this large 26-man 
committee appointed representing all of those different people as far 
as types of house and types of work are concerned, and capabilities, 
and they began to weld all of these things together. 
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Well, I had not participated to that point. I could not stay out 
any longer. And —— an observer 344 hours on Saturday of that 
committee’s work, and all day on Sunday, as it concluded its basic 
work. And I saw what they did and how they proceeded and how 
they gave in and listened toeach other. And I saw the tools with which 
they worked. 
ow, I do not care what you call it. You certainly do not call it 

an appraisal. It might be a consensus of well-advised opinion. But 
the request that they have made to you is a very considered analysis 
of their own facts, of their own beliefs, and it was done in the most 
democratic method possible by a group of very sapere people. _ 

Senator Jackson. Thank you very much, Mr. Parker. We appreci- 
ate having that statement. 

I do not know whether you stated for the record your business. 

Mr. Parker. I am a retail hardware merchant in uptown Richland. 

Senator Jackson. In Richland? 

Mr. Parker. Yes. 

Senator Jackson. What has been the general effect on sales, busi- 
ness sales in the community ¢ 

Mr. Parker. There have been two effects worthy of comment. 

First, shortly after the first of the year, when it appeared imminent 
that we finally really were going to get serious about this disposal 
thing, that we had been working on for so many years, that actually 
the Jes was coming when we had better have a down payment ready— 


it was quite natural, and it did happen, that people started to be quite 
conservative in their purchases. So there was a drop in_ business. 
That, in different types, varied considerably, but it would be my 


estimate that it was something in the order of 10 percent on the 
average, in general merchandise fields. Groceries would not be as 
much, because it was not that serious a thing, but in general merchan- 
dise of my nature, that is what it was. That hurt, but still it was a 
good sign, I felt. It was a sign that people wanted to buy their houses 
and were seriously planning for it. 

Senator Jackson. Then what was the effect after the appraisals? 

Mr. Parker. Then the crash came on—what was it? May 11? 
The local mechandise stock certainly crashed in Richland on Saturday, 
the day on which the appraised prices were announced. 

The effect since that time is not a joking matter at all, because there 
are at this time, to my personal knowledge, several businesses that 
actually have had such a tremendous change of 50 percent or more 
decrease in volume, for which they had no way of preparing in 
advance, adjusting their crews, and even after it was in effect for a 
while they could not hardly believe that it would continue that way. 
They have not been able to absorb the shock in their businesses and 
are in actual jeopardy. 

In my own case, my business is down about 18 percent for the pe- 
eae which I have been able to compile complete figures, since that 
period. 

Senator Jackson. Since the appraisal announcement ? 

Mr. Parker. Since the appraisal announcement. And I am not 
comparing with the previous month, but I am comparing with the 
previous year, the same period. 
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It is my understanding from discussion with my fellow merchants— 
and believe me, there has been a lot of that—that I am one of the for- 
tunate ones, in that the 18 percent that is mine is smaller than many, 
many others. 

One of the suppositions is that while earlier they were saving for a 
down payment, now they perhaps realize it may cost even more money 
to move across the country than it cost to make the down payment. 

Senator Jackson. Counsel has a question, Mr. Parker. 

Mr. Norrts. Mr. Parker, did you notice any reflection in your sales 
of such items as paints, before and after the appraisals ? 

Mr. Parker. Yes. That is one of the most particular things. You 
heard some mention of the pride of tenancy that Richland has had; 
that Richland has been better maintained than Oak Ridge, for an ex- 
ample. There is a very unusual situation there, that while actually 
the Government does sufficient painting and decorating to preserve 
the properties, the tenants do a great deal more on their own part, be- 
cause of just the high standard of pride that they do have. 

We sell normally a great deal. And of course actually that decorat- 
ing period hits usually a peak. It is just about this time in May 
when these prices were announced. And the most noticeable single 
drop in sales is in interior painting, Kemtone, and that sort of thing. 
It was just shut off to a large degree almost immediately. 

Senator Jackson. Fine. Well, thank you very much, Mr. Parker. 
We do appreciate having that information as it has particularly af- 
fected the business within Richland. I think it is a good indication 
of the state of mind of the people in the community as a result of the 
announced appraisals. 

I believe the last witness, Virgil McVickers, represents the Federal 
Leaseholders of Richland. 


STATEMENT OF VIRGIL 0. McVICKERS, CHAIRMAN, FEDERAL 
LEASEHOLDERS, RICHLAND, WASH. 


Mr. McVickers. That is right. Virgil O. McVickers, chairman of 
the Federal Leaseholders, a nonprofit association of Richland, Wash. 

When we received the price list on our commercial property, we too 
received the same shock, although in business activities we have re- 
ceived many shocks from year to year. 

One of the prime concerns of a businessman is the inflationary cycles 
which the businessman goes through from time to time. And we 
would like to know what discounts were given for these conditions at 
the time the appraisals were made. 

We feel this is very important. A merchant is constantly apprais- 
ing the market and analyzing the trends in buying and selling, the 
morale of the people. And we thought that was one of the first things 
we should consider in trying to aid and help in this disposal program. 

One of the first things in regard to real estate that affects the in- 
flationary values of land is the rental of income-producing property. 
And I have a reference here to the financing of real estate by Stanley 
L. McMichael, wherein he quotes: 

Rentals above the prevailing level for similar properties should be a matter 
of close scrutiny. Usually these high rents would be attributable to an under- 
supply of such properties. If this is the case, the excess rentals should be 
discounted by the mortgage lender. 
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We feel that is very important, because one of the factors that 
shows this inflationary action in land values is due to the high rentals 
that we have been paying in Richland, which were due to the fact 
that there was a scarcity of lands put up at any one time for us to bid 
on. And in order to do this, we schenlld were paying a high rental 
for the franchise to do business in Richland. 

We have no way of knowing whether any discounts were taken 
upon studying volume 1 of FHA. There were no reports in there of 
any discounts being allowed. 

It seems that the inflationary amounts, to the best of my knowledge, 
amount to approximately 40 percent. That is comparing this with 
the rental returns of land in our neighboring city of Kennewick. In 
Kennewick, the average land rental returns to the investor are $1.17. 
In Richland, they took the figure of $2. And of course that is one of 
the factors that determine the value of the land. 

Now we have another item that is of much concern to the business 
man, and that is in regard to vacant lands. 

In Richland, there are more vacant lands for commercial purposes 
than those lands that are already being utilized. 

This, definitely, upon the disposal program, will have a drastic and 
realistic bearing upon the values of property in Richland. We will 
find that we will be competing with other individuals, and it is and 
has heen a factor that all businessmen are concerned with. 

I would like to report as to the appraisal of real estate by Chicago 
University, page 377 : 

Commercial properties are subject to ruinous competition, and if property is 
located on a site which is adjacent to similar vacant land, the chances are that 
other buildings will be built and this will lower the net income on all properties. 
And I think that is a true situation in Richland and is a dangerous 
one, if we have to buy our properties at these inflated figures. 

To give you an example, on one site 85 by 110, the appraisal price 
on that land is $63,000. 

We also, in determining what would be a fair price for the commer 
cial properties in Richland, have the comparison of actual sales that 
took place in the tricity area. Now, gentlemen, the average sale that 
was made in Kennewick for this report and this study by FHA was 
$2.62 per square foot. That is the average figure. In Richland, 
Wash., the average square foot figure for properties in Richland is 
$4.81, a tremendous difference. And nowhere in our hearing, here, by 
the Richland delegation has it been brought to attention that Rich- 
land is a better city economically than Kennewick and Pasco. 

I feel confident that I can say that if there is any different be- 
tween the three cities, it is definitely on the side of Pasco and Ken 
newick. 

Now, another thing you must give consideration to is that at these 
appraisal prices on the Richland properties it is almost impossible 
for the merchant to pick up his inventory and to pick up his billing 
and leave the area. In order to take an opportunity or have an oppor- 
tunity to buy his land, he must remain in the city of Richland. 

I believe that is all the statement I have to make, unless you have 
some questions. 

Senator Jackson. Mr. MeVickers, if you have any additional in- 
formation that you wish to supply for the record, you may do so prior 
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to the closing of our hearings. I do not mean today, but the formal 
closing of the hearings at the end of our session. 

Mr. Monson, does that complete the statements at this time ? 

Mr. Monson. That completes our statement. 

Senator Jackson. Mrs. Merrill? 

Mrs. Merrity. I had a statement. 

Senator Jackson. I want to say all of you that if you wish to file, 
say tomorrow, additional statements, they may be included in the 
record, as I announced earlier. 

Mrs. Merritz. There was something I had forgotten to mention 
in regard to why the people felt that these appraisals were too high, 
and the fact that the people actually were apprehensive of the apprais- 
als before the appraisals were ever announced. 

This was because of the method that the people could visually see, 
that the FHA appraisers used in appraising their homes. They could 
not understand how a house could be appraised by walking in the front 
door and out the back door and come up with an actual appraisal on 
that property. 

Senator Jackson. How long were they in the house ? 

Mrs. Merri. I believe the average was about 3 minutes in the 
ranch house district. 

Now, we talked this over with FHA. We realized that they had 
blueprints, specifications, and they had a good knowledge of what the 
individual house types were like, and therefore that 95 percent of their 
appraising might well be done at the table, without actually having to 
go out and look at the individual houses. So we accepted the fact that 
maybe 5 minutes per house was adequate. 

Now, this was fine until we had a meeting after the appraisers came 
out with the tract house people. And they are the old original houses 
in Richland. And the tract house people by and large said that they 
spent about 5 minutes to 10 minutes in those tract houses and they 
could not see how they could possibly appraise the house properly in 
that length of time. This might be correct or incorrect from the ap- 
praiser’s standpoint, but the people did not understand how they could 
possibly do it. 

Furthermore, I might add the people were also apprehensive, be- 
cause on several occasions people called me and in discussions said that 
they had talked with the appraisers about Public Law 221, and they 
had no knowledge of Public Law 221. 

Senator Jackson. Did you hear that from more than one person ? 

Mrs. Merritt. I heard it from two people. 

In addition, one of the appraisers asked if he might look at the 
bill. This woman had a copy. She could not locate it. And he came 
back the next day, copied the number off of the bill, and wrote his own 
Congressman and requested a copy. 

Now, I have no reason to disbelieve these things that the people of 
Richland tell me, and I am sure that if we had known that the FHA 
was going to make the announcements that they had and given the 
testimony they have, we could have had 500 statements to that effect. 

Senator Jackson. Thank you very much. 

Counsel had a statement that he wished to make, and then we have 
had a request that Mr. Andrews and Mr. Mason, representing the 
Housing and Home Finance Agency, would like to make a statement 
before we conclude. 
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When we conclude, there will be a conference, without the reporter, 
at the end of the meeting, with the representatives here from Rich- 
land and the peonie from the executive branch and myself and the 
counsel and whoever else is here from the committee. 

Mr. Counsel, you had a statement. 

Mr. Norris. I wanted to get for the record further identification of 
this page from which I read earlier. I wanted to ask Mr. Lynch: Is 
this not the page that you have just given to me today, with a definition 
of value? 

Mr. Lyncu. I just gave you a page with a definition of value from 
the underwriting manual of the Federal Housing Administration. 

Mr. Norris. And this manual was promulgated as an official record 
of the Federal Housing Administrator for the guidance of personnel ’ 

Mr. Lyncu. That was in existence long before my time; I believe 
since the midthirties. 

Senator Jackson. Are the regulations issued pursuant to the 
statute? The Federal Housing Act, as amended? 

Mr. Lyncn. This is a general underwriting manual which in this 
section contains principles of appraisal which apply alike to FHA 
or to others. 

Senator Jackson. Now wait a minute. Certainly you would not 
want your testimony to be that this manual was not written pursuant 
to the statute. 

Mr. Lyncu. Well, I should think it would be. 

Senator Jackson. Well, now, you know it is. I am just trying to 
help you. You do not want to get up here and say that you are acting 
without authority. 

Mr. Sicery. Senator Jackson, for the record, of course the manual 
was written in conformity with the Housing Act. 

Senator Jackson. That is all we wanted to know. 

Mr. Norris. And this interpretation was made by the Adminis- 
trator. 

Mr. Sicery. That underwriting manual was issued under the direc- 
tion of the Federal Housing Commissioner and has been amended 
wherever necessary. 

Mr. Norris. At this point I would like to offer this definition of 
value for the record in its entirety. And I would like to read it. 

1005 (1). The word value as used by the Federal Housing Administration 
refers to a price which a purchaser is warranted in paying for a property rather 
than a price for which the property may be sold, and is defined as the price 
which typical buyers would be warranted in paying for the property for long- 
term use or investment, if they were well informed, acted intelligently, volun- 
tarily and without necessity. 

And then section 1005 (2) defines the terms which are used in the 
definition. And I will ask that those all be incorporated in the record. 

Senator Jackson. Without objection, they will be included at this 
point in the record. 

(The material referred to follows :) 


DEFINITION OF VALUE 


1005 (1). The word value as used by the Federal Housing Administration 
refers to a price which a purchaser is warranted in paying for a property 
rather than a price for which a property may be sold, and is defined as: The 
price which typical buyers would be warranted in paying for the property for 
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longtime use or investment, if they were well informed, acted intelligently, 
voluntarily, and without necessity. 

1005 (2). The terms used in the definition of value are: 

(a) Typical refers to buyers who have the needs, and desires and financial 
capacity most characteristic of the persons who will purchase properties similar 
to the one under consideration. 

(b) Well informed presumes buyers who have adequate knowledge of the 
costs of renting and the relative merits of available properties, residential con- 
struction eosts, and lot prices; the prices at which equivalent properties are 
being sold or ean be acquired; also, an awareness of the economic factors which 
cause changes in price levels. 

(ec) Acting intelligently presupposes that knowledge of the observed condi- 
tions will be judiciously used by typical buyers and will be resolved into logical 
conclusions so that the determinations as to the wisdom of purchasing, or as to 
the price to be paid, represents the most advantageous decision. 

(d) Voluntarily and without necessity assumes freedom for the choice of 
actions. That is, that a decision to purchase is made solely from recognition 
of advantages in so doing rather than from necessity due to lack of alternatives. 
Also, that prospective buyers are in a position to postpone purchasing. 

(e) Long-term use or investment views the benefits of property as deriving 
from the usefulness or productivity of the property to an owner occupant or 
landlord, from the date of appraisal to the end of the remaining useful life of 
the property, rather than benefits from a resale. 

Mr. Andrews? Would you like to come forward, or will you speak 
from there ? 

Mr. Sicery. I think it would be easier if we came forward. 

Senator Jackson. Just before we have your statement, Mr, An- 
drews, counsel wanted to read a section of Public Law 221 into the 
record. 

Mr. Stcery. Senator Jackson, would it be appropriate to comment 
just briefly’ Mr. Norris has introduced in the record this excerpt 
from the underwriting manual, with the implication that that defini- 
tion represented the standard that we used in the appraisal. That 
represented the start of the standard, with the modification that these 
other items which have been referred to in the statute and the record, 
which we alluded to earlier this morning, and these other factors, were 
used to modify any result that might have been obtained by applying 
the definition that you just recited. 

Senator Jackson. I do not think Mr. Norris introduced that. He 
was merely reading what the basic provisions were, under which you 
are operating. 

Isthat right, Mr. Norris? 

Mr. Norris. That is right. 

Mr. Sicery. But the actual appraisal which we have submitted in 
accordance with the request of the Housing and Home Finance Agency 
also contemplated these other items which we were directed to con- 
sider in connection with the particular job. 

Senator Jackson. I think the particular thing that stands out, you 
see, is that you painstakingly went through and defined the language 
in the statute by interpretation, as indicated here, from the manual, 
the page of the manual that he is reading from. So far we do not 
have in the record any similar course of action on the part of FHA in 
implementing the provisions of Public Law 221. It is in that area 
where we have spent most of our time. é ie 

Mr. Starry. Well, there were none. We used that basic definition, 
and with the modifications that Mr. Barker and Mr. Lynch and the 
others of us discussed this morning. 
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Senator Jackson. I know. But you did not implement Public Law 
21 by interpretation through a manual in a similar way that you did 

i be the FHA Act. 

Mr. Sicery. Oh, no. In other words, there was no underwriting 
manual written for the Richland job. We did not think that that 
was necessary in line with the directions given us in the law. 

Mr. Norris. Up to now there have been various parts of section 12 
of Public Law 221 which have been read into the record, and I would 
like at this point just to read in one additional section. 

The Congress of the United States hereby makes the following findings con- 
cerning the communities owned by the Atomic Energy Commission * * * 

(b) In issuing rules and regulations required and permitted under this Act 
for the disposal of the communities and in disposing of the communities in ac- 
cordance with the provisions of this Act and in accordance with the rules and 


regulations required and permitted by this Act, the Commission is acting under 
authority delegated to it by the Congress. 


Senator Jackson. All right, Mr. Andrews. 


STATEMENT OF LEE ANDREWS, DIRECTOR, COMMUNITY DISPOSI- 
TION PROGRAM, HOUSING AND HOME FINANCE AGENCY 


Mr. Anprews. This is a statement by Lee Andrews, Director of 
the Community Disposition Program, Housing and Home Finance 
Agency, to the Joint Committee on Atomic Energy, June 21, 1956. 

The appraisal made by FHA of housing at the AEC installation at 
Richland, Wash., is a sound one under the existing statutory require- 
ment of current fair market value. The Housing and Home Finance 
Agency, however, will carry out any alternative basis of sale that the 
Congress may authorize. 

The appraisal represents the best judgment and methods for ar- 
riving at current fair market value, as prescribed by the Congress, and 
no one has pointed out any errors in the development of these ap- 
praisal figures. 

It was made by employees of the Federal Housing Administration 
with many years of experience working together with private ap- 
praisers of outstanding national reputation, including the consultant 
to the FHA, Mr. Watson Bowes of Denver, a former president of the 
Denver Real Estate Board and former president of the American 
Institute of Real Estate Appraisers. 

The appraisal has met with opposition from a great many of the 
occupants of the houses in Richland. They have submitted their own 
ideas as to the value of the property, w hich range from 40 to 10 percent 
less than FHA’s figures. The FHA appr aisal is the fourth appraisal 
made of the Richland properties, the first three of which were made 
by others than this Agency. All of these appraisals have met with 
objection from people in Richland. 

In my opinion the appraisal is sound and is based on accepted prin- 
ciples and procedures. 

The Housing and Home Finance Agency is merely a service or- 
ganization as far as this disposition program is concer ned, and has no 
authority to set prices except as the law prescribes. It sincerely desires 
that the disposition program be carried out in a manner fair to both 
the people of Richland and to the taxpayers of the United States. 
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The Agency would want nothing done which would in any way 
jeopardize our vital atomic energy program. 

1f the FHA appraisals, less the discounts up to 25 percent permitted 
by law, are not satisfactory to the people of Richland or to the Con- 
gress, this Agency stands ready and willing to dispose of the property 
in such other fashion as the Congress directs, Although our appraisal] 
is sound and reasonable on the basis of the existing law, we do not 

oppose having another appraisal made either under the direction of 
this Agency or some other agency of the Government, on such new 
basis as the Congress may prescribe. 

If the Congress should decide that the appraisal should be reviewed, 
or a new appraisal be made under existing law, we would be glad to 
cooperate. We would also be prepared to sell the property, if Con- 
gress so determines, at a price other than fair market value less the 
25 percent discount. Congress could determine, for example, that the 
property be sold at more than a 25 percent discount or at the original 
cost of construction. 

However, in view of the fact that the law itself directs that the ap- 
praisal shall be based on current fair market value, this Agency can- 
not act otherwise than it has already done in the absence of further 
direction from the Congress. We therefore suggest to the Atomic 
Energy Committee that it seek legislation directing this Agency or any 
other agency to carry out a program of disposition in any alternative 
manner which it may select. 

Senator Jackson. Of course that statement hardly needs to be made. 
Obviously, we could pass laws and revoke and ‘do anything we want. 
I do not think we really needed that advice, Mr. Andrews. I hope we 
have a little more legislative intelligence than that, to be told that if 
we do not like it we can change it. I do not know why that statement 
was submitted. I am surprised. 

I will say this, that I think the record will disclose that there has 
been no indication in my judgment that the law has been carried out. 
I will say that to you very frankly, because there is a serious question 
whether your appraisers were given the full details and information 
with reference to the meaning of fair market value. And you have 
not commented on that at all, and we have given you folks an oppor- 
tunity to come up with the directives specifying these things. 

I have been in Congress for some time. I think I know a little bit 
how the Government operates. And I do know that it is customary 
within an agency to give to the lay people who are not lawyers the 
interpretation and me: ining of provisions in a statute, just as you did 
in the case of your overall program. 

Mr. Norris read from your manual and defined it word for word in 
the statute. You did not do it in this case. That is where you made 
a serious mistake, and I think that is where you are very, very vulner- 
able. Your appraisal in your judgment may be fine, but there is one 
big flaw in your reasoning, and that is that there is nothing in this 
record which indicates you interpreted the statute in writing—you said 
you had conferences for 2 days explaining it, but nothing in writing. 
You have no written record which establishes the fact that you did 

carry out the intent of the Congress. I am not going into the dollar 
evaluation, That is an impossible situation. But I think we have 
established a doubt here as to whether you complied with the law. 
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You say you did it verbally. That is a fine way to carry on a busi- 
ness. It is like a representative of the Government I had in another 
committee, who stated that he had recommended to the Secretary of 
the Navy that an increase be made in a certain item that involved 
several millions of dollars. I asked him how he had handled it, if he 
had a copy of his recommendation. “No,” he said, “I just called him 
up on the telephone and told him to go ahead with it.” You should 
have heard the laughter in the room. You do not run the Government 
like that, and anybody on the receiving end is smart enough to know 
he is not going to take something based on a verbal recommendation. 

There is $80 million worth of property involved in this and not a 
written directive interpreting the law. I am just surprised by the 
statement. That is all. 


STATEMENT OF NORMAN MASON, COMMISSIONER, FEDERAL 
HOUSING ADMINISTRATION 


Mr. Mason. Senator, might I say a word now? My name is Norman 
Mason, and I am Commissioner of FHA. 

I have been impressed, Senator, at these hearings, by the sincerity 
of these people who came all the way from Richland to tell us their 
story, and by the clear and forceful way they have told it to us. 

Likewise, I have to be impressed by the people in my Agency and 
the job they have done, because this is the work that most people in 
FHA do all the time, appraisal work. 

I am concerned at the situation that we are in, because I think it is 
a very, very serious one. And I always feel that when an impasse of 
this sort arises, there has to be a solution, and I am sure that this com- 
mittee and this group from Richland have been seeking this here, and 
that they have come up with many excellent ideas. You cannot wet A 
group of far-seeing individuals like this together without being i im- 
pressed with the fact that the American people do have these ideas. 

I want to simply say that I have enough confidence in our FHA 
appraisal—that I have real confidence in it—but that I think when a 
situation of this kind arises it is only fair that some sort of an umpire 
be set up to decide whether my agency is right or wrong. And I would 
be very happy to have and to abide by the decisions of a review board 
which would be set up to review the basis upon which FHA’s decisions 
were arrived at. 

I believe that the people on this Board should be people who are 
recognized in the professional world as people of the appraisal field; 
and there are, as you know, three societies, the American Institute of 
Real Estate Appraisers, the Society of Residential Appraisers, and 
7 American Society of Appraisers. 

I don’t want, Senator, to come up with any concrete and final pic- 
ture of how we would do this, but I am sure that working with your 
committee we could at least find something along this line if other 
things that I think can be done fail. 

Senator Jackson. Mr. Mason, were you not a bit surprised that there 
were not any written regulations defining the provisions of the act 
which you were to carry out? You have been in Government some 
time. 
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Mr. Mason. I have been in Government 2 years, sir. But my 
understanding was that this was handled in headquarters. It was 
handled by the top of the appraisal part of this agency. Under their 
direction, the background, or the rules under which the appraisals were 
made, w as or igins ited by them. 

Senator Jackson. How does that change it ? 

Mr. Mason. It simply indicates that they would be writing memo- 
randums to themselves. 

Now, I realize that this is good. I don’t object to this, Senator. But 
I say this is an excuse, if you want to call it that. 

Senator Jackson. You do not mean that the top administrators did 
the appraisal work ? 

Mr. Mason. The top administrators of this agency in the technical 
work did draw up the ground rules under which this appraisal was 
made. 

Senator Jackson. You mean the report. 

Mr. Mason. No; I am talking about the ground rules under which 
the appraisals were made in the first place. 

Senator Jackson. Do you have a copy of the ground rules? 

Mr. Mason. I say they drew them up. Yes. It is in the book here, 
or we can get it for you. 

Senator Jackson. You see, what I have asked for 

Mr. Mason. You have asked for a directive, and you have been told 
there was none. 

Senator Jackson. That is right. You have a whole manual of 
rH ectives that apply to your appraisers in the field today. And in this 
‘ase you had appraisers in the field. You hired people out there. 

‘A nd they had no directive to follow at all. 

Mr. Mason. But, Senator, I do want to say that 

Senator Jackson. Seriously, now, is that the customary way of 
fulfilling an act of Congress ? 

Mr. Mason. What this book does that you have and the other people 
here have—this sets forth exactly the way these appraisals were arrived 
at. There is nothing hidden. There is nothing done underneath the 
table. 

Senator Jackson. Well, I am not inferring that. But if you read 
through the book, you will not find in there ‘anyplace a definition of 
‘fair market value” as contemplated by the statute. 

You see, that is the part that is very difficult here. No one has at- 
tempted to impugn the good faith of the FHA. I think there were 
some mistakes made in the administration of the law. And the written 
record of course speaks for itself. 

Mr. Mason. As I say, I am perfectly willing that we bring out these 
mistakes, if they have been made. I want them brought out. And I 
suggest that this might be a way. Now, there may be other ways. 

Senator Jackson. Well, if you folks have no objection, we could sit 
down here and have an informal discussion with the people who are 
representing the citizens of Richland and the representatives of your 
Agency. 

‘Mr. Mason. Surely. 

(A supplemental statement by Norman P. Mason, Commissioner, 
FHA, is made a part of the record at this point.) 











SALE OF COMMUNITIES 221 


STATEMENT OF NORMAN P. MASON, COMMISSIONER, FEDERAL Hovusine ADMINIs- 
TRATION, WitH RESPECT TO COMPARING APPRAISALS OF AEC PROPERTIES AT OAK 
Rivee, TENN., AND RICHLAND, WASH. 


The Federal Housing Administration has been requested to explain the reason 
why its appraised values of the AEC communities of Oak Ridge, Tenn., were 
below, and of Richland, Wash., were above the 1952 independent appraisals made 
for AEC. 

The following factors must be considered in comparing independent appraisals 
of AEC properties at Oak Ridge, Tenn., and Richland, Wash., in 1952 with the 
recent FHA appraisals. 

1. The FHA appraisals were done by the same team under a uniform set of 
standards. 

2. The 1952 appraisals for Oak Ridge and Richland were done by different 
groups and without the same unification of methods. 

3. In the 4 years that have elapsed since the AEC appraisals of 1952 and the 
FHA appraisals of 1956, population, vacancy ratios, and the maintenance of the 
properties have varied. These changes have tended to decrease the market 
value of properties in Oak Ridge and to increase the market values in Richland. 

Let me be more specific. 

In Richland, Wash. 

(a) In September 1955, vacancies were only 1 percent. 

(b) The population increase since 1950 was 6,691. 

(c) Eighty percent of the Government-owned housing is occupied by plant 
personnel, 

(d) The housing has been better maintained. 

In Oak Ridge, Tenn. 
(a) In September 1955, vacancies were 9 percent. 
(bv) The population increase since 1950 has been only 1,313. 


(c) Only 53 percent of the Government-owned housing is occupied by plant 
personnel. 


(d) The housing is not as well maintained and the type of construction is 
subject to more rapid deterioration. 

All of these factors influence market values and must be taken into considera- 
tion in establishing a current fair-market value. 

Senator Jackson. Does anyone else desire to be heard, before we ter- 
minate the formal part of this meeting ¢ 

Mr. Sicery. Senator, the only person of importance that we have 
not heard from in this matter is Mr. Watson Bowes, who, as you know, 
we have described as being the individual who was recruited from in- 
dustry to handle the Richland project. Mr. Bowes is now en route 
from his vacation place in Colorado, and he expects to be in Washing- 
ton tomorrow morning. He is coming at our request. And if you feel 
it would contribute to the facts that you are finding in this hearing, 
I am sure Mr. Bowes would be very ceail to appear before you to- 
morrow morning, and in the event that you terminate the hearings be- 
fore then I am certain that he can prepare an extensive statement. He 
perhaps could get together with Mr. Norris and render something for 
the record. 

Senator Jackson. Certainly we want to be more than fair, and we 
will permit the filing of a statement. 

(The information referred to follows :) 


FEDERAL HOUSING ADMINSTRATION, 
Washington, D. C., June 26, 1956. 
Mr. JoHN J. DEMPSEY, 
Chairman, Subcommittee on Communities, Joint Committee on Atomic 
Energy, House of Representatives, Washington, D. C. 

My Dear Mr. Dempsey: It was indicated by Senator Jackson in the hearings 
last week, in connection with the Richland situation, that it might be appropriate 
for a statement to be inserted in the record by Mr. Watson A. Bowes, of Denver, 
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Colo., who was the independent appraiser employed as a consultant: to this 
Administration. 
Accordingly, the enclosed statement from Mr. Bowes is forwarded herewith 
for the use of the committee. 
Sincerely, 
NorMAN P. Mason, Commissioner. 


DENVER, CoLo., June 22, 1956. 
Mr. NorRMAN P. MASon, 
Commissioner, Federal Housing Administration, 
Washington, D. C. 


Dear Mr. Mason: In accordance with you request that I review the current 
Richland situation I have done so by reading all the newspaper articles relative 
discussions of the appraisal, and have been advised of general details that have 
taken place in the hearings before the subcommittee of the Joint Committee on 
Atomic Energy and by personal conversations with FHA personnel presently 
assigned to Richland. I also attented an informal meeting in your office with 
the Richland delegation of current date. 

I am transmitting to you, after the above review, my statement and opinion 
of the current Richland situation. 

Sincerely, 
Watson A. Bowes. 


STATEMENT OF WATSON A, BowkEs RE RICHLAND APPRAISAL 


I was employed as a consultant to FHA in the appraisal of Richland, Wash. 

As consultant I was responsible for participating in the formulation and 
approving the methods to be used in arriving at the current fair market value 
estimates and to see that such values were made in conformance with sound 
appraisal practice and concepts. 

As consultant I assisted in gathering data on which the basic values were pred- 
icated, assisted in orientation of the appraisal staff, analyzing and identifying 
special valuation situations encountered in the city of Richland and, together 
with others, developed the basic data report known as volume I. 

Some question has been raised as to the familiarity which the entire appraisal 
staff had with Public Law 221, particularly as regards the references in that 
law to the basis of appraisal. Five copies of Public Law 221 and the hearings 
relating to that law, Report No. 1402, 84th Congress, 1st session, were in the FHA 
records at its Richland office. All contract and staff appraisers were supplied 
with copies of Public Law 221 and the report of the hearings. In addition all of 
the appraisers were required to read these documents. Excerpts from Public Law 
221 relative the term “current fair market value” are a part of the Richland 
appraisal report found on pages 9 through 11, inclusive, in volume I. 

Special attention was paid to the term “current fair market value.” The type 
of value to be estimated is set forth in a special section in Public Law 221, section 
33, titled “Basis of Appraisal.” This section reads as follows: “Except for lots 
sold pursuant to the provisions of section 57a, the appraised value shall be the 
current fair market value of the Government’s interest in the property.” 

It is significant that instructions in Public Law 221 as passed by the Congress 
did not refer to “forced value,” to “liquidation value,” to “salvage value,” to 
“value based solely on occupants’ opinions,” or to “value that will assure adequate 
labor supply.” The language specified in Public Law 221 is “current fair market 
value.” From a real-estate appraisal standpoint only the universally accepted 
definition of current fair market value could have been adopted and it would have 
been an absurdity, a technical impossibility, and, in my opinion, a legal impossi- 
bility to accept any other value concept when making the appraisal under Public 
Law 221. 

The full and complete definition of current fair market value is set forth on 
page ll of volumelI. This is as follows: 

“The term “market value’ as used herein is defined as follows: 

“*The price for which the property would sell if exposed to the market for 
a reasonable length of time, the sale taking place between buyer and seller who 
are well informed about the property and the uses for which it is adaptable, 
who are ready, willing, and able to act but who are not compelled to act.’ The 
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phrase ‘reasonable length of time’ cannot be interpreted to mean the same time 
period for every category of property. For example ‘reasonable time’ for disposal 
of the residential and leased commercial properties in consideration of the word- 
ing of Public Law 221, is deemed to be from 1 to 2 years. For some other cate- 
gories such as vacant industrial land, suburban land, vacant multifamily land 
and subdivision land, much of which is in excess supply of anticipated demand, 
the ‘reasonable time’ for disposal might be an indefinitely longer period.” 

It is significant that Public Law 221 associates “current fair market value” 
(the type of value to be found) with FHA (the Agency to make the appraisal). 
This Agency has had the broadest and most comprehensive experience of any in 
the United States in making market value estimates. If any other type of value 
was sought, a market value appraisal would not have been necessary. Public- 
opinion surveys, psychological studies, sociology studies, and salvage studies 
would have been necessary. FHA has had extensive experience in estimating 
market values in cities all over the United States. The problem in this instance 
is current fair market value. It was assumed by the entire FHA appraisal staff 
that its function was not the pricing of the properties and that such pricing in 
relation to current fair market value was provided by other sections of Public 
Law 221. 

In report No. 1402, 84th Congress, four items were specifically mentioned to be 
taken into consideration in the appraisal, as follows: 

(1) Wartime construction of the houses; 

(2) Wartime construction of the utilities ; 

(3) The monotony effect of having many houses identical to each other 
in the same neighborhood; and 

(4) The one industry nature of the community. 

All FHA valuation personnel in the ordinary course of work are specifically 
instructed on such items by FHA’s requirement that its valuators be familiar 
with and follow the instructions in the underwriting manual. Specifically sec- 
tions 431 and following in this manual titled “Structural Quality” outline the 
requirements for consideration of the quality of construction. Section 1330 
titled “Sufficiency of Utilities and Services” enumerates the considerations which 
must be paid these items. Section 1314 titled “Character of Neighborhood 
Structures” contains specific instructions on the analysis of residential neighbor- 
hoods including the “Appropriateness of Typical Properties in a Neighborhood.” 
Section 506 contains specific instructions relative diversification of industry and 
other economic background rating. These factors are always considered by 
competent appraisers in fulfilling any appraisal contract. 

In addition to the above, special considerations were accorded the properties 
in Richland by reason of these four factors. 

The quality of construction including wartime construction was carefully 
noted and deductions made where warranted. The quality of the utilities was 
a subject of special investigation by FHA and these were approved as acceptable 
utility installations. The monotony feature is reflected by special deductions 
due to the lack of variety situation as found in Richland. A careful, exhaustive, 
and in my opinion, correct analysis of the economic background, including the 
single industry feature of Richland was made, and the special situation encount- 
ered in Richland was reflected by the shortening of economic life to a period 
less than the life ascribed to similar properties in other cities in the area by 
FHA. I have carefully reviewed the methods in which these four factors have 
been reflected in the appraisal reports and believe that the downward adjust- 
ments as discussed in detail in volume I accurately reflect the situation as found 
in Richland. 

It should be noted that the minimum appraisal experience of any FHA person 
assigned to the Richland appraisal was 5 years. The maximum experience of 
some of the personnel was in excess of 30 years. Over 400 man-days of prepara- 
tion took place before the assemblege of this group of experienced appraisers. 
The same type of orientation was prepared for and delivered to these assembled 
appraisers as would have been done in the appraisal of any city or in the prepara- 
tion of any appraisal similar to the Richland appraisal. It is my opinion that 
this orientation was not only correctly handled but that each of the appraisers, 
including the FHA personnel and the contract appraisers, were completely and 
thoroughly familiar with all phases of the appraisal assignment including 
Public Law 221 and its specific references to current fair-market value. 

It is significant that hundreds of persons have purchased and aré still purchas- 
ing homes in Kennewick and Pasco which cities have practically the same 
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economic environment as Richland. These prices reflect the attitudes of hundreds 
of typieal buyers with respect to the stability and economic background of tlie 
Tricities area. The prices being paid in cities nearby Richland were accorded 
proper consideration in the Richland appraisal—the current fair-market value 
conclusious in Richland being lower than prices on similar houses in Kennewick 
and Pasco. 


Some reference has been made to the amount of time spent in each house by 
the individual residential appraisers. 

It is believed that most of the objection arises from cases where repeat calls 
were necessary and instances where all of the exterior work had been done prior 
to interior inspection. It should be noted that before entering the individual 
properties the appraisers became thoroughly familiar with detailed plans, 
specifications, neighborhoods, quality of construction on each house type, and 
many other pertinent details. It should further be noted that the 400 man-days 
of preparation prior to the appraisal plus the carefully prepared orientation 
periods enabled the appraisal personnel to acquire the same degree of familiarity 
with the individual properties and the city of Richland that would have required 
several weeks on the part of each appraiser without this type of preparation. 
The main purpose, therefore, of interior inspection was to ascertain the condition 
of the property, the tenant improvements and the occupants’ opinion of the 
environment of the property. This can be correctly and adequately accom- 
plished by experienced appraisers in a relatively short time. 

One of the salient factors of the Richland appraisal report is that the values 
reported on the basic houses were not the result of any one individual opinion. 
In effect, 19 individual opinions were combined into each basic value conclusion. 
These opinions are reflected not only in the values on the basic houses as shown 
in volume I but in the concept of the term “current fair-market value” as used 
in arriving at the reported values, 

In conclusion these are my opinions: 

(1) The appraisals were made in accordance with sound appraisal concepts 
and practice. 

(2) All of the properties in Richland can be sold over a reasonable period of 
time at the appraised values, if the citizens of Richland do not want to buy them 
at the discounts provided in Public Law 221. 

(3) FHA has done everything it can technically, professionally and legally do 
under the terms of Public Law 221 to reflect current fair-market value in the in- 
dividual appraisals as set forth in volume II. 

(4) If Congress felt that disposal prices should have a different relation. to 
current fair-market value then the differences already outlined in Public Law 221, 
it would have specifically defined a type of value or price other than current fair- 
market value or evolved a different formula for disposal. 

(5) From an appraisal standpoint, it would be impossible, professionally wrong, 
and a miscarriage of sound appraisal techniques for FHA to amend its conclusions 
of current fair-market value on the basic houses as shown in detail in volume I. 





SUMMARY OF EXPERIENCE AND QUALIFICATIONS, WATSON A. BOWES 


1. Member : 

(a) American Institute of Real Estate Appraisers—governing council, 1947-50 ; 
president, 1953. 

(b) Society of Residential Appraisers—governing council, 1945-48; president, 
Colorado chapter, 1944. 

(c) Colorado Association of Real Estate Boards—president 1947. 


(d@) Denver Board of Realtors—director for 6 years, vice president 1947, 
president 1951. 


(e) Denver Realty Board—president 1934. 

(f) Faculty, Denver University, 1941-48. 

(g) National Association of Real Estate Boards—executive committee 1954-55. 
2. Appraiser for— 


American National Bank, Denver Denver & Rio Grande Railroad 
United States National Bank, Denver Colorado & Southern Railroad 
International Trust Co. Virginia Investment Co. 
Socony-Vacuum Oil Co. Burns Realty & Trust Co. 
Benett QilGo. Denver Chamber of Commerce 
General Electric Co. Denver University 


Union: Pacific’ Railroad American Red Cross 
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Industrial Federal Savings & Loan United States Department of Justice 


The May Co. United States Department of the Interior 
Mutual Life Insurance Co., N. Y. War Assets Administration 


Capitol Life Insurance Co., Denver Federal Housing Administration 
Lincoln National Life of Indiana Colorado State Highway Department 
Prudential Insurance Co. Colorado Board of Land Commissioners 
Equitable Life Assurance Society of City and county of Denver 

United States Numerous school districts 
Home Insurance Co., N. Y. Numerous private clients 
United States War Department 

3. Experience : 

(a) Actively engaged in the selling and appraising of urban and rural prop- 
erties in Denver and adjacent counties since 1931 as partner in the firm of A. G. 
Bowes & Sons, which firm was established in 1879. 


(b>) Construction experience in the building and remodeling of residential 
and commercial buildings. 


(c) Mortgage loan representative of the Equitable Life Assurance Society of 
the United States. 


(d) Have made formal appraisals on more than 3,000 parcels of real estate, 
including office buildings, stores, commercial and resort hotels, warehouses, resi- 
dences, farms, and ranches. 

(e) Qualified expert witness on real-estate values before Colorado district and 
county courts; the United States district courts of Colorado, New Mexico and 
Arizona ; the United States Court of Claims, and the Indian Claims Commission. 

(f) Served on facuity of appraisal schoois of the American institute of i.eal 
Estate Appraisers at Boston University, Denver University, Washington Uni- 
versity in St. Louis, and University of Indiana, and have lectured on appraisal 
subjects in many American cities, several Canadian provinces, and Territory of 
Hawaii. 


(9g) Land utilization, valuation consultant, and appraisal activities have cov- 
ered properties located in several Canadian Provinces, Virginia, Florida, Montana, 
Wyoming, Colorado, Nebraska, Kansas, Oklahoma, New Mexico, Texas, Arizona, 
Utah, and Missouri. 

(h) Extensive experience in locational studies and economic analyses for re- 
tail, financial, utility and industrial organizations. 

Senator Jackson. I think the record will disclose that there was no 
attack made on him or, necessarily, his findings. We have been very 
careful, here, at least I have, not to try to place ourselves as expert 
appraisers. I have, 1 hope, in a sensible way, tried to get at the basic 
ground rules, so that we could find out whether Public Law 221 was 
carried out. I do not believe that there has been a discussion here of 
specific values as such. We have tried to consider the question of 
whether or not the law was properly carried out. And that is the area 
in which we have asked for testimony. 

We of course did not request that he come as a witness. ‘That is 
correct; is it not? 

Mr. Sicery. That is correct. 

Senator Jackson. And certainly I will permit any statement that 
he wishes to submit for the record, and we can better decide tomorrow 
whether there will be another meeting. I do not see any immediate 
need for a meeting in the morning unless at our informal conference 
we find ourselves at a further impasse on this. Let us determine 
that after the informal conference. 

The committee will stand in recess, subject to the call of the Chair. 

(Whereupon, at 4:30 p. m., Thursday, June 21, 1956, the hearing 
was recessed to the call of the Chair.) 


x 














